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Reconversion Days 


“LABOR HAS COME OF AGE” 


By HENRY A. WALLACE, Vice-President of the United States 
Delivered before the Political Action Committee of the CIO, New York City, January 15, 1944 


E have completed a year of great accomplishment 
W and have begun a year which will be of even greater 

significance. The President by his daring and his 
wisdom has set our feet on the road toward complete vic- 
tory. Cairo and Teheran mean not only the closest coopera- 
tion for war but also effective cooperation in the peace to 
come. 

For two days you have been discussing the problem of 
post-war employment. There cannot be in any country full 
employment for the purpose of full production of peacetime 
goods except on the basis of an assured world peace. Such a 
peace is necessary to a large volume of goods flowing be- 
tween countries. Without a large volume of foreign trade 
unemployment is certain in the United States and England. 
Therefore, I say that of all the actions taken in 1943 


tion of these complexities has given small men a chance to 
complain—and I am sorry to say that larger men in their 
hatred of Roosevelt have forgotten the need of winning the 
war and have played up the mean, the small, the irrelevant 
in a way to deceive the public mind as to the real truth. 
Of course there are imperfections in a huge task of this sort. 
Everyone who has built a local union, everyone who has 
started a great corporation, everyone who has developed a 
great agricultural cooperative knows the sleepless nights, the 
heartaches and the mistakes involved. How infinitely greater 
the task of the President. 

And so I say that what we have before us is a prodigious 
performance which, compared with World War I, is almost 
miraculous. In terms of airplanes, tanks, guns and munitions 
we have produced in this war from five to a thousand times 
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as much as we did in World War I. In World War I 
our expeditionary force used chiefly French guns, planes and 
ammunition. Compared with the pre-war base, we have in 
this war stepped up our production both in factories and on 
the farms much more effectively than we did twenty-five 
years ago. We not only have done twice as good a job in 


looking toward full post-war employment, the Cairo and 
Teheran conferences were probably the most important. 
There are those on the home front who have continually 
tried in one subtle way and another to create discord, espe- 
cially between the United States and England and the United 
States and Russia. Ill-timed statements and partial truths 
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have from time to time lessened the hearty will of the Amer- 
ican people to cooperate to the utmost every day with our 
Allies in winning the war at the earliest possible moment. 
Through all of these attacks, and some have been slander- 
ous, the President has kept his eye on just one objective— 
how best to win an early and complete victory, how best to 
attain a secure peace. 


PRESIDENT’s EFFORTS PRAISED 


Many things which some of us have not been able to 
understand have been explained by the fact that the Presi- 
dent is keeping his mind on those two things to the exclusion 
of anything else. 

At this time I want to express my appreciation of the 
magnificent job the President has done on the home front. 
To transform 135,000,000 people from an easy-going peace 
to an overwhelming war effort involves complexities beyond 
the mind of man to comprehend. The necessarily hasty solu- 


stepping up production but we have also done twice as good 
a job in holding down prices. 


Cost oF Livinc CurBED 


Since the beginning of the war in Europe the cost of liv- 
ing in the cities has risen by only about a fourth. This is 
less than half as much as in the same length of time in World 
War I. In World War I iron, steel, copper, lead, zinc 
and tin prices more than doubled. In this war there has 
been very little rise. Petroleum more than doubled in World 
War I, but this time it has increased less than a fourth. And 
so it goes all down the line. Nearly everywhere the ad- 
vances have been far less than in World War I. The out- 
standing exception has to do with food, and even here the 
advance at retail has been less than 50 per cent, as com- 
pared with about 75 per cent in World War I. When we 
take into account that food prices were abnormally low in 
1939 and that since then the world-wide demand for food 
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from the United States has been greater than in World 
jd I, it is surprising that such a good food job has been 
one. 

I have recently made a tour of many counties in Iowa, 
talking to the farmers at first hand. I made the point to 
them of the great need of the farmers understanding labor, 
and told them that the satisfaction of their needs in the post- 
war period depended on production. I said the farmer could 
not get legislation without labor men and their Congress- 
men lined up. 

The so-called leaders of agriculture in Congress do not 
speak for the rank and file of farmers, thank God for that! 
So I want you to by-pass certain leaders—I don’t want to 
condemn any group wholesale—and get in touch with the 
farmers on a county level. Get your message and your pic- 
ture across. It is much more important to the future of 
civilization than any of us realize. 

Moreover, we must remember that this war is costing 
about ten times as much as World War I and that the 
savings in the hands of the people as the result of full em- 
ployment amount to more than $80,000,000,000. This means 
there is tremendous monetary pressure on the side of higher 
prices. Nevertheless, OPA has held the line remarkably 
well. If it had not done so, if we had had controls only 
like those in World War I, the consumers in the United 
States last year would have had their pockets picked by the 
rising cost of living to the tune of more than $25,000,000,000. 
Moreover, the debt of the United States, because of the 
greater cost of the war effort resulting from such inflation, 
would have been increased by something like $50,000,000,000. 
In brief, what I am saying is that the President is entitled to 
great credit for his leadership in bringing about a truly re- 
markable expansion of production with the minimum expan- 
sion of prices. The great majority in business and in labor is 
entitled to great credit for their contributions which make 
his leadership effective. 


ACCOMPLISHMENTS OF OPA 


Many people do not like OPA. Many criticize it for being 
a New Deal agency started by Leon Henderson. Others 
criticize it for being an Old Deal agency staffed in the North 
by appointees of Republican Governors. Many criticize it 
for red tape and bureaucracy. Some of these things may be 
true. But we have to recognize that, so far as the net effect 
is concerned, the job has been a good one. To increase pro- 
duction and hold down prices is like defying the law of 
gravitation. Just the same, the job has been done and will 
continue to be done provided the people will stand behind 
their President and against selfish, greedy, noisy men. 

There has been much criticism of the Congress for not 
setting taxes high enough. Some claim that the corporations 
have been growing rich out of the war. This may be true 
in some cases but, even though Congress has not carried 
out in full the recommendations of the President and the 
Secretary of the Treasury, the facts are that in this war we 
have done a much better job in covering back into the 
treasury excess profits than we did in World War I. The 
corporations during the past two years made gross profits 
two and a half times as great as in the two years of World 
War I but they paid taxes nearly five times as great. Taxes 
in World War II have been used twice as effectively to 
recover excess profits as in World War I. 

The President, the Congress and all the great groups of 
the nation are entitled to congratulations for having done 
a truly remarkable job. In retrospect we can see how many 
things might have been changed. Certain expenditures have 
been proved by hindsight to be needless, but the head of a 
great nation cannot take chances and therefore I am thank- 
ful that the President tried so vigorously to provide against 


every contingency, whether it might be in South America, in 
Alaska, in Africa, Persia or China. He has done a job in 
which he and a grateful nation can take satisfaction. 


IsOLATIONISTS ARE ASSAILED 


There are two groups of big businessmen in the United 
States. In one group are found those who believe in allied 
war unity, those who have always hated and distrusted 
Hitler. In the other group are found those who believe in 
“isolation first.” Some of these finance anti-Semitic move- 
ments. Some organize hatred of the President and discord 
in the Democratic party. Maybe some have been working 
in the past forty-eight hours. Others promote isolationism 
in the Republican party. Certain isolationist politicians have 
been and will be beneficiaries in their campaigns of the money 
of these big business isolationists. One probable reason why 
some of these wealthy isolationists so strongly oppose the 
President and the kind of peace he stands for may trace 
to the fact that they have had profitable relationships in the 
past and hope to renew them with the big German trusts. 
They believe in international corporations or cartels, but 
they do not believe in any type of international government 
which would prevent these cartels from preying upon the 
people of all lands. 

Generally speaking, isolationist big businessmen use the 
tariff as a screen behind which to conduct their monopolistic 
operations in the various countries. They are not so much 
interested in a larger volume of international trade as they 
are in parceling out markets for individual profit. Some of 
them have been interested in every nation distrusting every 
other nation so that their armament industries might always 
have a big market. Flash—footnote—look into the Argen- 
tine. They do not believe in a long-lasting international 
peace and will do their best to prevent it by daily hammer- 
ing the public mind through their agencies of publicity. Un- 
fortunately for the nation and the world, these men because 
of the war will come into the peace with huge financial re- 
serves and, even more important, with the control of many 
profitable inventions of great importance to the American 
public. I wonder if someone will talk to people in high places 
about the channels through which this money comes. They 
control so many new inventions that in the post-war many 
businesses and certain communities will be able to exist only 
by grace of their sufferance. Unfortunately, there are busi- 
nessmen of this sort in every country. 

But fortunately, there are many big businessmen who 
believe whole-heartedly in Allied unity in just the same way 
as the President. They believe in unity for both the war 
and for the peace. They want to see an enduring peace 
based on a higher standard of living and a growing volume 
of world trade and therefore believe in the Good Neighbor 
policy not only between the United States and Latin Amer- 
ica but also between the United States and the other United 
Nations in the post-war period. These businessmen do not 
finance anti-Semitic movements or American Fascists. They 
believe in clean, aggressive competition in foreign markets. 
They may fight Roosevelt on his domestic policies, but in 
the main they do it fairly. If the common man has to choose 
between these two big business groups there is no question 
as to where his interest lies. 

All groups of businessmen, large and small, good and 
bad, are enormously interested in the Government’s policy 
with regard to reconversion and contract termination. Al- 
ready 40,000 contracts amounting to more than $12,000,- 
000,000 have been terminated, and while many contracts 
have been reinstated there has been enough net change to 
cause serious unemployment in some localities. When the 
European war ends there will probably be a $40,000,000,000 


curtailment in war production. This could conceivably cost 
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the jobs of more than 10,000,000 men unless plans are made. 
It is commonly understood that Mr. Baruch will soon submit 
a report to Justice Byrnes on this subject. No doubt sug- 
gestions as to how the Government may help business finance 
its reconversion. 


Prompt RECONVERSION URGED 


Many of the businesses which used Government capital 
to convert when the war started will have to use Govern- 
ment capital in reconversion. When the Government knows 
it is going to terminate a contract it should be prepared to 
do its part in removing promptly its inventory of materials 
and machines which are not needed by the reconverted plant 
so that in the shortest time possible men may be at work 
on production of peacetime goods. Congress may well con- 
sider setting up a “reconversion plant corporation” with ex- 
tensive powers to facilitate the most rapid possible transition 
from war production to peace production, or it may want 
to add new and concrete power to an existing agency. 

Businessmen and laborers will face a sharper crisis when 
contracts are terminated than the nation faced when war 
was declared. ‘They have a right to demand that there be 
some agency in Government which has the power and the 
courage to speak clearly and decisively on all reconversion 
problems. ‘There must be public responsibility in the recon- 
version. Reconversion must not be made a grab-bag for 
monopoly. Small business, the backbone of our nation, must 
be protected. The sub-contractors as well as the prime con- 
tractors must be protected. The prime contractor usually has 
big cash reserves—the sub-contractor almost never. 

Labor should back up business in its demands that the 
problem of reconversion be given prompt and effective con- 
sideration. Both labor and business should also join in urg- 
ing on the Army and Navy a policy of restraint in the too 
rapid disposal of surplus products. And there are huge moun- 
tains of them. After this war the UNRRA may serve as a 
useful outlet in many cases. Some businessmen who have 
been shocked at the proposal which they held to be idealistic 
would be exceedingly happy to see UNRRA use these goods 
in foreign lands. Their hearts will bleed for humanity. It 
will be remembered that after World War I certain labor 
groups in August of 1919 called on President Wilson. At 
that time it will be remembered that the wages of labor had 
lagged far behind the cost of living. Labor leaders, calling 
on President Wilson, said that either their wages had to 
be advanced or the cost of living had to come down and 
that on their part they would prefer to see the cost of living 
come down. Soon thereafter the Army and Navy disposed 
of large quantities of materials and the Federal Reserve 
Board adopted a policy of high interest rates. The country 
had been overinflated but the deflation cure was almost as 
bad as the inflation disease. The large supplies of stuff put 
on the market cost many laboring men their jobs. The rapid 
fall in prices cost many businessmen their businesses. The 
farmers suffered worst of all. All groups have a right to 
ask both the Congress and the Army and Navy that this 
time discretion be used. 


Rote or LABOR IN RECONVERSION 


Congressional committees have been discussing these prob- 
lems. Policies are under consideration which during the 
next year or two will affect the jobs of millions of workers. 
Labor should prepare to be represented at all hearings of 
the Truman committee and the various committees which 
have to do with post-war planning. Just as labor played a 
prominent part in pushing for the complete conversion which 
is now doing so much to win the war for us, so labor also 
should be an equally determining factor in seeing that re- 








conversion gives us full employment, should play a construc- 
tive role in post-war planning. 

I do not propose in this talk to say just what the Govern- 
ment ought to do with regard to post-war employment. But 
I do say that, inasmuch as the Government had to take full 
responsibility for getting cooperation from all groups to con- 
vert our economy from peace to war, it will have to take 
equal responsibility in converting from war to peace. Those 
who want to handle the post-war problem merely by turn- * 
ing things loose are asking for anarchy. There are, of 
course, certain branches of the economy where all that is 
necessary is to enforce the anti-trust laws. There are other 
branches where all that is necessary is to make sure that 
adequate financing is available through the RFC or the 
Farm Credit Administration. But there are other fields of 
activity where it will be necessary to engage in specific 
physical planning. When the contracts are terminated there 
will be hundreds of thousands of people out of work unless 
there is detailed advance planning. 

This planning must be on a broad basis and not on a 
little basis. —The Federal Government will have the respon- 
sibility of paying the interest on more than 200 billion dol- 
lars. The only sound way to pay this interest is by the 
maximum productive use of labor. 


NATIONAL INCOME NEEDED 


We have to have full employment and an expanding econ- 
omy to carry our debt load easily. This means a national 
income in excess of 130 billion dollars. I am speaking of at 
least 130 billion dollars net income. This would mean 170 
billions in terms of total goods and services to carry the 
debt load easily. If we go up to 200 billions, as we can 
go, we could carry the debt load that much more easily. 
Some very large businessmen are making their plans on the 
basis of a national income of only 100 billion dollars. That 
is not enough to give full employment or to utilize the fac- 
tory facilities which we shall have available or to carry the 
national debt load easily. The tendency will be for some 
businessmen to avoid thinking of the maximum output of 
the best quality at the lowest price. When the price is held 
up and the production is held down there is unemployment, 
which produces still greater contraction. We must keep in 
mind that the profits to be made by monopoly practices are 
not a net profit for business. All business has to help pay 
the costs of unemployment. 

It seems to me that each business, as it confronts the prob- 
lem of its responsibility for furnishing that amount of em- 
ployment which will eliminate unemployment, must be guided 
in the main by the maximum use of labor and plant facili- 
ties. Obviously there are some businesses where production 
of more than a certain quantity is sheer waste, but in most 
lines of consumers’ goods consumptive power is as great as 
productive power, provided labor is kept fully employed and 
the profits and savings are put to work as rapidly as they 
are acquired. The wise men in labor, business and govern- 
ment will have to give to the individual small businessman 
the same assurance of a big market as our government at 
war has furnished during the past two years. Labor can’t 
do it by itself. Business can’t do it by itself. Nor govern- 
ment. All three must recognize their joint responsibility. 
This country belongs to all of us and we've got to keep it 
at work to keep it strong. 

Of course, we must have a vast stockpile of blueprints for 
public roads, schools, sewers, reforestation, irrigation dams 
and flood control projects for every State in the Union so 
that if employment falters for any length of time in any 
area Government employment may be promptly thrown into 
the breach. Personally I am hopeful that our taxation sys- 
tem can be modified with such rapidity after the war that 
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the financing for most employment will come from private 
capital. 


INCREASING FEDERAL REVENUE 


Incentive taxation by increasing employment and by in- 
creasing the national income can increase the Federal rev- 
enue. Rates which are too high on rapidly expanding young 
enterprises will reduce employment and decrease the reve- 
nues of Federal taxation. Some place there is a happy 
medium and it is very important for both business and 
labor to learn just exactly where that point is—the point 
which will promptly prevent either inflation or deflation as 
one or the other tends to develop. Both labor and business 
might well consider recommending to Congress the delega- 
tion of power to some governmental organization to make 
continuously those slight shifts which are necessary if the 
national income is to stay on the road of full production, 
full consumption and full employment without inflation or 
deflation. 

Labor took the lead after Pearl Harbor in putting real 
vitality into a complete war effort. To labor goes a very 
large part of the credit for the production miracle. Labor’s 
hands every day are producing the munitions that are re- 
lentlessly destroying the might of Germany and Japan. Labor 


will not turn back. Our workers will finish what they have 
started. They will not let our boys down overseas. 

During the war, labor has come of age and from now on 
must bear its full share of responsibility for molding public 
opinion and Congressional opinion on behalf of taking those 
steps which will prevent unemployment in plenty of time. 
You have shown by your presence here that you are in- 
tensely awake and aware of the rights of the common man, 
as well as the duties of the common man. You are going 
home to carry on in 1944 your business as true Americans. 
You will have your family duties. You will have your days 
of work. But above all in this great vear of 1944, you will 
have the splendid privilege of seeing and believing and fight- 
ing for those things which are to come, for those things 
which we have been paying for these past years in that 
great symbolic phrase, “blood, sweat and tears.” 

And now as we look beyond the “blood, sweat and tears” 
I see ahead work, happiness and peace; peace which will 
come through jobs for ali and the full use of the resources 
of this world for the benefit of the people of this world; 
work, because there is no man of sanity who does not wish 
to work; happiness, because with permanent peace and full 
employment, man will pursue the usefulness for which he 
was created. 


We Must Have Unity 


DANGEROUS TRENDS 
By SAM RAYBURN, Congressman from Texas 
Delivered in the House of Representatives, Washington, D. C., December 9, 1943 


what I have in my heart today to say to be helpful to 

all of us or not. I read a great deal, I hear a lot of con- 
versation, I hear things and I see things on the printed page 
that I feel are very hurtful to the unity of your country and 
mine and if I were going to say what would be the subject 
of my remarks today I would say that I desire to speak on 
some dangerous trends. : 

I know that every man and woman in this House loves 
this country. I do not doubt the patriotism of a single one 
of you, I do not doubt the patriotism of those numberless 
millions of men and women out there. I do know that there 
are complaints about supposed sacrifices. I think 1 know, 
however, that the people in this country who are making the 
greatest sacrifices are complaining the least. I think of the 
mother of six sons, a widow, in the district I represent. 
Every one of her sons is in the Army or in the Navy. She 
is not complaining, but is meeting her sacrifice as a great 
American and has gone out to get herself a war job. 

Every day or every week somebody, somewhere asks: 
“What are we going to do with England after the war is 
over?” “Is England in diplomacy going to outdo us after the 
war is over?” “What is going to be done with this little 
island, or that little island, or the other little island in some 
sea after this war is over?” “Is England going to stride the 
world like a colossus?” 

That is dangerous talk. Anything calculated to bring 
about disunity and wrong thinking in our own country or 
disunity among us and those allied with us is dangerous talk ; 
it is dangerous propaganda; it is a reflection upon the intelli- 
gence of American manhood and womanhood that we do not 
have patriotism enough and brains enough to sit around a 
peace table with anybody upon the face of the earth. 

I brand expressions like that as canards, not only upon the 
patriotism, but the intelligence of those who will represent 
us when this terrible war is over. 


[= not know whether it is possible for me by saying 


Then somebody says to me: “What are we going to do 
with Russia after the war is over?” “What is Russia going 
to do after the war is over?” What I am interested in in 
1943 and 1944 is what Russia is doing now. We will settle 
those things after this war is over. 

They ask, Is Russia going to communize the world? Will 
that strange doctrine find root in American soil? It will 
only when the people of the United States are willing to 
accept communism, and not until then. 

Is somebody trying to change our form of government, 
they ask; an insidious group somewhere? Now, listen: Under 
our form of government and the way we have of doing, the 
election of Members of the House of Representatives each 2 
years, the election of a President every 4 years, and the 
election of all the Senate each 6 years; this form of govern- 
ment of yours and mine is not going to be changed until the 
people exercising their intelligence and an unpurchasable 
ballot, vote to change this form of government. 

Another thing, especially since the Patton affair, which was 
tragically unfortunate, the Army has not escaped whisperings. 
Of course, everybody knows that mistakes have been made, 
that judgments have gone wrong. If in the Army they had 
had months to consider whether or not they would do a 
certain thing, some of the seeming mistakes might not have 
been made. We were attacked and we were unprepared to 
defend ourselves. Things had to be done in a hurry. Deci- 
sions had to be made, when you could not even wait over- 
night. I do fear that these men in the Army and in the 
Navy, if criticism goes on, and if they are called into the 
open to answer questions that many times should be asked in 
executive session, may themselves come to fear to make 
decisions upon which the fate of the Nation or a hemisphere 
may depend. 

I call your attention to that because I know that these 
earnest men are using all of their training, all of their brains, 
and all of their patriotism to do this job well, and to do it as 
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quickly as it is possible. If the Army and the Navy cannot 
run this war better than any civilian, then we should have 
done away with West Point and Annapolis a long time ago. 

So when these strange things are talked and printed and 
blared over the radio, I hope that we, if we are fortunate 
enough to have a few days among our own people during 
the Christmas season, which at its best cannot be a very 
happy Christmas, will go back and try to stamp out some of 
these things among our own people. 

Another thing, ceilings for the other fellow but not for me; 
price fixation for the other fellow but not for me; uncon- 
trolled inflation on what I have to sell but controlled prices 
on what | am called upon to buy—that just will not work. 


We can tell the people of America a story of production 
unequaled by anything in the annals of time. Two things 
stand out in 1942, and will for half a century, in my opinion. 
One was the swift conversion of American industry from 
what it was doing to the manufacture of the instruments of 
war, and the mass production that they brought about. The 
1943 production is far in excess of 1942. It has been stupend- 
ous. ‘The other was the unexpected and successful resistance 
of Russia. 


Some people say, “Why send so many things across the 
ocean to other people?” I would rather send bullets and 
bread to the armies of the Allies to fight on their front than 
to have to send more of our boys to fight on all fronts. 


Let me repeat that the people, in my opinion, who are 
complaining the most are the ones least justified in complain- 
ing. I am an average American citizen, no better, I know, 
no worse, I hope, than the average. I have no son to give 
to this war to the reconstruction of a sad and stricken world 
after it is over, and I am in the same position as at least 50 
percent of the men and women. I am wondering what sacri- 
fice | have made, and I cannot think of a single one. Maybe 
I have been slightly inconvenienced. Like the average Ameri- 
can, | have had all the coffee I needed to drink and plenty 
of sugar to go into it. I have had enough gasoline to transact 
my essential business. I have eaten well and plenty, as has 
every other American citizen, and many of them are eating 
better today than they have ever eaten before. Of course, 
I have bought some bonds, all I can afford to buy. That is no 
sacrifice. I will get my money back with interest, if these 
boys who are fighting and dying over there win this war 
for you and for me. 


We in this country would not know that a war was on if 
we did not read the newspapers, hear the radio, and see the 
vacant chairs in the homes of the country. In all probability, 
a hostile gun will never be heard fired inside of this hemis- 
phere, a bomb in all probability will never fall. But when 
I think of this widow that is giving six sons, she is making a 
sacrifice. When I think of her son who has been in command 
of a submarine in the Pacific Ocean ever since Pearl Harbor; 
when I think of millions of other mothers’ sons who are in 
the Southwest Pacific, and all other theaters of war, wading 


in the mud and muck and mire of vermin-infested islands, 
where if disease does not attack them the murderous Jap or a 
murderous German is behind every stone, every stump, and 
every tree; when I think of the sacrifice of these people, I 
would despise myself if I complained about my little incon- 
veniences, and that is the best or the worst or the greatest 
sacrifice I have made. 

Some people are complaining who have improved their 
position during this war. I hate to think it, but as I do think 
it, I must say it, I think some groups in this country, at the 
expense of our unity in the war effort, are thinking more of 
their position after the war than they are of winning the war 
now. It is a sad commentary upon some human beings. 

Some people just love to be unhappy. They just love to be 
scared. “What is Russia going to do to us?” “What is 
England going to do to us?” “What are they going to take 
from us?” ‘“‘What have they got to give us after this thing 
is over?” “Are we going to be able to feed the world after 
this thing is over?” “Are they going to demand the bread 
and the meat that should go into the mouths of our people 
and the milk that should go into the stomachs of 
our children, to the deprivation of our people here?” 
Of course, that is not going to happen. Ah, my 
friends, this war is not over by a great deal. The people 
of the United States are so geared that if we win a little 
island somewhere they think the war is almost over. I think 
anyone who predicts the length of a war is dealing in super- 
hazards. And I do not predict the length of the war in 
Europe or in Asia. But I cannot see anything in this situa- 
tion, either in Europe or in Asia, that would cause me to 
believe it is going to be a short war. It is going to take the 
might and brain of every patriot under the flag to do this 
job. Our hands are to the plow. We cannot look back. The 
very fate of civilization depends not only on how our Army 
and our Navy act, but how you and I act and how you and 
I respond to the necessity of this hour. 

Unity in this war effort we must have, and I trust the 
brains and the patriotism of Americans after it is all over 
to look after our interests. It is going to take the work, the 
loyalty, and the love of every citizen throughout the length 
and breadth of the earth who loves liberty and who is willing 
to sacrifice to preserve liberty in this world and make it again 
a decent place in which to live. I am saying this not for you 
so much as hoping that it might get out somewhere and might 
help somebody and might stop some complaints which are 
wholly unjustified. When I think of the millions of men 
and women who are making the supreme sacrifice in sons in 
this war, when I think of the bravery of the best equipped 
soldiers that ever went to battle in the history of mankind, 
how our production has put into their hands the greatest 
instruments of defense and for attack of any soldiers ever 
called to battle in all the history of mankind. If we do our 
job on this front in unity, not only here but with those who 
fight with us, God knows, and you know, that the boys who 
wear the uniform will do their part. 


Military Service for Youth 


A PRACTICAL WAY TO DISPLAY DEVOTION 


By FRANK KNOX, Secretary of the Navy 
Delivered before the Greater Cleveland Council of the Boy Scouts of America, Cleveland, Ohio, January 14, 1944 


the land and in the air and on the sea who learned 
their first lessons in love of country and flag, in de- 
votion to their country’s cause in peace or war, as Boy 


. LL around the world today there are men fighting on 








Scouts. Who can measure the proportions of the debt which 
the whole country owes in this hour of greatest crisis to 
the Scout movement? Surely it cannot be gainsaid that those 
who learned the fundamentals of patriotism and citizenship 
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as members of some troop of Boy Scouts are among those 
who know what they are fighting for. 

In the early days of the republic, when our forefathers 
were engaged in carving homes and communities from the 
wilderness, such an organization as the Boy Scouts was 
unnecessary. The boys and young men of those days learned 
the lesson of devotion and courage, and love of flag and 
country in the hard way. 

When America consisted almost solely of sparse settle- 
ments, along our Atlantic seaboard, when men and women 
began their migration westward, through the mountains and 
across the prairies, subduing a continent, the boys were 
taught to care for themselves in the open, to read the signs 
of nature in woods and fields, to handle a gun and to shoot 
straight, because that was the price of survival. 


NEED oF SELF-RELIANCE 


But, when the wide reaches of the West had been won, 
when great cities from the Atlantic to the Pacific had 
sprung up, when the days of Indian uprisings had disap- 
peared, when creature comforts multiplied, with the growth 
of cities, and there was no longer a frontier to the west- 
ward—then some means of teaching young America to be 
self-reliant became necessary. 

Obviously our boys and young men should not be per- 
mitted to grow up without those virile qualities which must 
always be a part of the equipment of free men. It was in 
the presence of this need that the Boy Scout movement was 
born, and throughout the long and successful life of the 
Boy Scout organization this need has been filled in some 
small degree. The enlarged need of such training will grow 
more obvious as life in the United States leaves farther and 
farther behind the hard and dangerous living conditions of 
pioneer times. 

There is no sounder truism than this—only the men who 
are fit to be free men remain free. To put it another way, 
we shall remain free, in this great country of ours only so 
long as we are willing and able to fight to maintain our 
freedom. And this applies where the danger to our free- 
dom comes from enemies from without, who would conquer 
us by force, or enemies from within, who by subversive 
methods, by the wiles of demagogs, by the selfish pursuit of 
special privilege, strive to destroy our free institutions and 
take our liberties from us. 

While this second danger from within is a real one, against 
which we must be militantly on guard, it is the first and 
main danger to which I would like to address myself tonight. 

We shall be free from the danger of destruction and con- 
quest, from without, only if we are sufficiently strong and 
sufficiently courageous to defeat force, from without, by the 
disposition and the employment of greater force of our own. 


Perits THAT Conrront Us 


Only a few years ago, had I come to you and warned you 
that within the course of a few years we, in the United 
States of America, would be confronted by a would-be con- 
queror, possessing immense military resources, and seeking 
world domination, against whom we should have to summon 
the last reserves of our strength in all-out war—had I come 
to you thus you would have looked upon me with derision 
and laughed my words to scorn. And yet that is precisely 
where we find ourselves tonight, as I speak to you. Never 
have such dangers threatened the liberties of our people as 
during the past three or four years—dangers which continue 
to the very present. 

At a time when we are straining every resource, shoulder- 
ing a frightful burden of debt, sending millions of our young 
men to desperate battle in Europe, and in the Far East 
building a huge fleet, strong enough to dominate the seven 


seas, and turning out in unprecedented numbers aircraft to 
sweep the skies, who, under these circumstances, will dare 
to say that such dangers will never come again? 

Certainly it is the part of prudence, a requirement for 
our future safety, that we assume that they may. If this 
is true, then regard for our future safety demands that 
we shall so organize the lives of our men and women that 
they will never in the future be lacking in those stern quali- 
ties which free men and women must always possess if they 
are to remain free. 

Has it ever occured to you, my friends, that under Divine 
Providence human affairs are so ordered that effort and sacri- 
fice and discipline are inevitably and invariably the price of 
progress? God did not intend very evidently that the human 
family was going to be “wafted to heaven on flowery beds 
of ease.” He wisely ordained that the human race must 
fight its way to heaven, because, in His infinite wisdom, He 
knew that refinement of cHaracter and loftiness of soul was 
exclusively the fruit of sacrifice and labor and self-discipline. 
It has been so from the beginning of mankind, and I have 
no doubt will continue to be until the final chapter is written. 

If you have followed me in what I have said thus far 
you will go with me, I am sure, while I pursue this subject 
with reference to some of our domestic policies, the need 
for and .he wisdom of which this devastating war has high- 
lighted. 


EXAMPLE OF THE MARINES 


There is as you know, in the Navy Department, the 
United States Marine Corps. This is probably one of the 
finest fighting organizations the world has ever known. It 
has a wonderful tradition and its officers and men have il- 
lumined with their courage and sacrifice many of the most 
glorious pages of our history. It undoubtedly has as fine 
an “esprit de corps” as may be found in any military organi- 
zation anywhere. 

And, as the basis for this indomitable spirit, it has always 
been found necessary to have the foundation of physical fit- 
ness. So high are the physical, and other standards, required 
of marines that, in the present war, only one man in five, 
of the hundreds of thousands of young men who have applied 
for admission into the corps, were able to pass the rigorous 
requirements. 

Here is unquestionably a danger signal which we should 
not ignore. Why is it that fewer than 20 per cent of Amer- 
ican youths could pass the examinations for admission to the 
Marine Corps? Perhaps I can best answer that question by 
repeating a statement made to me by one of the officers of 
the Marine Training Station at New River, recently. He 
said: 

“‘We are compelled to teach these men everything. They 
have forgotten how to walk, because it was easier to ride, 
and something to ride in was almost always available. They 
can’t carry a pack, because most of them have never known 
what it was to use their shoulders. 

“They don’t know how to take care of themselves out- 
of-doors, because almost all of them have never lived out-of- 
doors. Their muscular endurance is trifling, because they 
have seldom used their muscles. They can’t fire a gun be- 
cause most of them have never handled weapons and they 
can’t hit anything they shoot at because only a trifling frac- 
tion have ever been taught marksmanship. 

“In a war like this,” he continued, “whether to the east 
or the west, where the rule is kill or be killed, they come 
to us, unfit, and we have to make them fit.” 


IMPROVE PHYSIQUE OF PEOPLE 


That they are doing this successfully the Marines have 
attested at Guadalcanal, at Bougainville, at Tarawa, and 
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only the other day at Cape Gloucester. Therefore, in the 
unfitness of American youth, so startlingly shown by the very 
high percentage of young Americans who could not pass the 
reasonably moderate tests of service in the Army and Navy 
—more than 25 per cent being rejected for physical reasons— 
there lies a profoundly important lesson for us. We must, 
in the future, spend more time, thought, and money, in im- 
proving the physical qualities of our people. 

You here in Cleveland and the United States, who support 
the Boy Scout movement, are doing what you can, but it is 
far from enough. The task is one which cannot be dis- 
charged by a small percentage of generous and thoughtful 
people, who interest themselves in movements such as the 
Boy Scout movement. It is a problem so vast, and so im- 
portant, that it must engage the careful attention of the 
entire country, and be supported out of the public purse. 

Any program, having for its purpose the building of a 
strong and more virile race of American citizens, must find 
its beginnings in the care of mothers and infants. All too 
many American babies come into the world handicapped, at 
the very start, by the lack of that care at birth, and in young 
childhood, which supplies the foundation for vigorous adult 
life. 

Most of the ills which disqualified the young men from 
military service in this war, were the direct result of lack of 
care, or ignorance, or poverty, of the parents while they were 
children. Malnutrition, lack of care of the eyes, and teeth, 
and ears—these were the most prolific causes of physical 
disabilities among young men and young women of today. 


CARE FOR CHILDREN 


Our first concern, therefore, in any program for national 
physical wellbeing, must be care for children. This can take 
many forms but certainly should include frequent medical 
examination, in the public schools, in order to correct phys- 
ical deficiencies at their beginnings. 

The second step is one which your organization is designed 
to supply. That is to teach the city-bred boys and giris how 
to take care of themselves out-of-doors: to teach their legs 
how to walk, and to teach their arms how to lift, and carry, 
and teach their minds how to accommodate themselves, in 
comfort, out under the open skies. 

As we move farther and farther from pioneer conditions, 
this sort of training for boys and girls becomes more and 
more important. The lessons taught us in this war, if we 
take them seriously, ought to result in a swift upsurge in 
Boy Scout and Girl Scout work. Indeed, I am not sure that 
scouting ought not to be made a part of our public school 
curriculum, and thus extend its benefits to all boys and girls, 
everywhere. Certainly the lessons which Boy Scout training 
can teach a boy are just as important as any other single 
subject he may be taught in school. 


As to Miuirary Service AGE 


And now, we come to the third important link, in the 
task of building a strong and virile America in the future. 
It has to do with the young man, when he reaches an age 
when military service can be expected of him, in time of war 
——say between 17 and 19 years of age. Normally, this 
would be about the age most boys finish high school, and 
either go to work, or go to college. That would be the 
ideal time, in a boy’s life, when a year of his time should 
be given to his country for the purpose of training him 
physically, and mentally, and spiritually, for citizenship, 
the first duty of which is service in defense of. his country 
in case of emergency. 

Surely we must have learned from our present experiences 
that there is no safety or peace in unpreparedness. The un- 
speakable folly of the theory that we are more likely to 








resort to war or become involved in war because we are 
reasonably prepared against the danger of war has been made 
so plain that few will be found to deny it. 

Therefore, I believe thoroughly that one of the best meas- 
ures we can take to insure that our individual liberties will 
be preserved and that free Americans will remain free is 
to require that every boy, when he attains the age of 17 
or 18, shall be required to spend at least one year in train- 
ing on land or at sea against the possibility that sometime 
in his younger manhood his services may be required to help 
protect the country. 

During such a year, especially if his period of service 
should chance to be in the Navy, he will be given training 
that will not only make him a good navy man but he will 
also be trained in one or many skills or crafts which could 
be useful in later life. The same is true, in lesser measure, 
of service in the land forces. 

Certainly all of such young men would be given physical 
training of the highest value, would be instructed in the 
expert use of firearms, would be taught how to live com- 
fortably in the open and would be taught lessons in patriot- 
ism, love of country and devotion to flag, which are an 
essential part in the education of every American. 


SHOULD Be No Exemptions 


Such a system of universal training is in complete har- 
mony with the democratic ideal. No one should be exempt; 
rich and poor boys from the city and boys from the farm, 
boys of all races and religions, all should be made to 
shoulder a common responsibility of personal preparedness, 
as a shield for the future security of our country. 

I can think of scores of benefits which would flow from 
an intelligent use of this principle. Properly used, a year’s 
service with the colors would provide, for every young man, 
a chance to enjoy the benefits of occupational guidance. 

Under such expert direction many a boy would find him- 
self, and pursue after that, that training best suited to his 
capacity and predisposition. Healthy habits could be in- 
stilled which would last for the rest of his life. Helpful 
education in democratic government could be imparted; the 
responsibility of citizenship under a popular form of govern- 
ment could be taught. The list might be prolonged. 

I venture to say, if our people have the wisdom, growing 
out of the experience of this war, to institute a system of 
universal training, we will reap, in that way, many highly 
valuable benefits from our war expenditures. It is my pro- 
found conviction that now is the time to begin the agitation 
for such a system of training. 


Host or Unrirt Youtru 


As a people, we are still shocked to discover that more 
than half our young men are physically unfit. We have just 
had driven home to us the necessity of an adequate prepared- 
ness. We now know that peace, of any worthwhile duration, 
may only be expected, if we are prepared to put force be- 
hind it. The wisdom of the maintenance of an adequate 
navy, an adequate air force and an adequate army, is now 
widely recognized. 

Furthermore, the country will find itself, at the conclusion 
of hostilities, with five or six million men abroad, consumed 
with anxiety to get home. And yet, the retention of many 
of them, because of the unsettled nature of the world, when 
hostilities cease, will be paramount. 

It would be infinitely better, if we could set up the ma- 
chinery for a universal training law, while the war was still 
on, and then say to these millions of young men overseas: 

“You have borne the heat and the burden of the war. 
You have won. You have earned the right to come home, 
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and go back to the pursuits of peace. We are sending, to 
take your place, a sufficient number of young men, who 
have taken their military training, so that all of you, who 
want to return at once, can do so.” 

Such a plan would provide us instantly with enough young 
men, anxious and eager for the experience, to fill all our 
needs overseas, in the period of adjustment, immediately fol- 
lowing the close of hostilities. 


TRAINING FAcILities AVAILABLE 


And there is another factor which would tend to support 
a program of training to be instituted while the war is still 
on. All over the country we will find, when this war is fin- 
ished, literally thousands of training camps, with adequate 
buildings and equipment, for the training of these young 
men. They are available in more than ample proportions. 
They would provide ideal surroundings for the annual call 
to the colors for training under this principle. 

Also, there will be available, at the close of hostilities, an 
abundance of the instructors and officers, required by such a 
system of training; young men who would be glad to stay 
in the service, if their service was made permanent, or reason- 
ably so. 

Of course, I do not expect immediate action on these sug- 


gestions. But I do know that the time is already here when 
we should be thinking about these things and getting ready 
to do something about them. I know you love your country. 
I know you are devoted to its principles, but love and de- 
votion are not enough. We have got to find practical ways 
in which to display that love and effectuate that devotion. 

This great war, which is still only at its beginnings, has 
shown us how, in one way, we can display our concern for 
our country’s future—and the one way I emphasize tonight, 
is deliberately to set about correcting one of our more glar- 
ing weaknesses, which the war has disclosed—our physical 
weakness and our physical unreadiness. To this cause I sum- 
mon you, not only as patriotic men and women, but as 
fathers and mothers. 

Surely all of us will admit how much greater is the en- 
joyment of life when good health is one of its assets. And 
so, I give you in my concluding thought, for the days of 
the future, a healthy young America; a young America 
that knows how to march, that knows how to carry a heavy 
load, that knows how to take care of itself out-of-doors, 
that knows how to handle a gun and become expert in its 
use; a young America that will not be deficient in that virile 
fitness which is the price of liberties maintained and freedom 


defended. 


Economic Problems at War’s End 


KEY TO POST-WAR PROSPERITY 
By EMERSON P. SCHMIDT, Economist, Chamber of Commerce of the United States of America 
Substance of speech delivered extemporaneously before Research Bureau for Post-War Economics, 


New York City, November 24, 1943 


E will inherit from the war an economic system 

W which will not be well adapted to peacetime opera- 
tions. Wars, because they require enormous shifts 

from peacetime operations, always lead to very uneven and 
unequal expansion of the different parts of the economy and 
very uneven increases in prices and wages. This war, because 
of its global character, will leave us with an economy that 
is distorted, dislocated and maladjusted. Great patience, 
hard work, and much give-and-take will be necessary before 
the economy can be adjusted back to a self-sustaining system. 


Post-War Boom? 


It is widely predicted that, after a reconversion period 
of some months, we will experience a great replacement 
boom. Consumer durable goods, including motor cars and 
housing, have been wearing out during the war without 
much replacement. Meantime, most people are getting out 
of debt and in addition are accumulating cash, money in the 
bank, bonds and other liquid assets which they may want to 
spend at war’s end. 

Thus it is quite possible that we may experience a replace- 
ment boom which will probably last about one year for each 
year of total war. During this period the price and rationing 
controls will probably have to continue, perhaps in somewhat 
reduced intensity with gradual relaxation as the supplies of 
goods are increased ; but we must, if we want a free society, 
be on our guard to prevent these necessary controls from 
continuing longer than is essential to avoid undue price rises. 


Tue Post Post-War 


There is great danger that this boom, if it does come, 
will blind our eyes to the underlying maladjustments created 
by the war and will lull us into a false sense of safety and 


security, whereas we must remove the imbalances and dis- 
tortions before we can have long-time prosperity. 

Perhaps an illustration from the last war will make the 
issue more clear. During the 1914-18 war the production 
of sugar in Europe dropped from eight million tons to two 
million because of the scarcity of labor. The price of sugar 
went skyward. We tried to make up the deficiency and 
greatly expanded sugar beet production, in spite of which 
the price of sugar rose from five cents a pound to over thirty 
cents. After the war, when European agriculture recovered, 
the price of sugar collapsed because of the over-supply. But 
our farmers, now habituated to sugar production, did not 
want to drop this line, just as a worker hesitates to learn a 
new trade when his former craft becomes obsolete. The result 
was that the sugar industry was in a state of constant depres- 
sion all through the inter-war period. 

That is a clear illustration of what wars do to an economy. 
During this war we are urging farmers to expand many 
lines of production; our shipbuilding and airplane industries 
have expanded their capacity by several hundred per cent. 
The same is true of many other lines. Incomes have been 
lifted by the war but the increases have affected different 
people differently. Wages have risen enormously in many 
lines of work, while in others they have remained almost 
constant. At the end of the war all these structural changes 
in the economy and in prices will plague us. Again to 
repeat, the short-lived replacement boom is apt to lull us 
into a feeling that we have safely traversed the road from 
war to peace production. 

It is up to statesmen, the leaders of labor, industry, agricul- 
tural and all other groups to analyse these possible sources 
of maladjustment and urge their correction with patience, 
cooperation and reason. If the rabble-rouser comes along 
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and says, ‘We created prosperity for purposes of war, now 
we must have prosperity for peace,” the people must have 
enough education and understanding to realize that we 
cannot fight a major war with our economic machine and 
then quickly expect to convert that machine into a peacetime 
production system without making some sacrifices, changes 
and shifts in occupations and incomes. 

Already some people are saying that we should get a huge 
public works program ready so that al! workers not quickly 
absorbed into private civilian jobs can be put on a public 
pay roll. While needed public works should be pre planned 
now, it would be a great mistake to try to freeze the ship and 
airplane workers, for example, in their present locations by 
means of a huge public works program. This would be 
unfair to the communities and to the workers who should 
be encouraged to shift to other areas and occupations as 
promptly as possible, so that they may get permanent jobs. 
Public works of a “make-work” character constitute a mere 
temporizing with the problem. 

During a war the government directs production; a war 
economy is in many respects a regimented and a socialized 
economy. Nearly everyone must take orders, and liberty is 
substantially reduced. The government succeeds in creating 
“full employment” because little attention is paid to costs, 
the demand for instruments of war is intense and all the 
necessary purchasing power to pay for the war is gotten by 
taxes or is borrowed from the people and the banks, thereby 
creating huge deficits. Can we do this in peacetime? 

In peacetime under a free society and under which free con- 
sumer choice and the free decisions of millions of business- 
men and others govern the level of business and employment, 
we cannot be so certain of “full employment.” That is, high 
employment levels are more difficult to attain in a free 
society precisely because it is a free society. If we are unduly 
impatient at war’s end to have a “full employment” society 
we may unwittingly force the hand of government to drive 
us into a “forced society” or a regimented society. Russia, 
in the past twenty years, and Hitler since 1933, have largely 
solved the unemployment problem. But before we adopt 
their methods we would better raise the question as to 
whether economic security and full employment can be 
bought at too high a price. 

For this reason, we should recognize that a war of such 
world-shaking character as that through which we are pass- 
ing, will require years of patient readjustment. If we resist 
the necessary readjustment we may unconsciously contribute 
to the formation of a dictatorship, which may arise not 
because any significant group wants it but because we un- 
wittingly do those things which make dictatorship inevitable. 
This is our greatest danger for the post-war period. 


A VotuMeE Economy vs. A Price Economy 


Probably the greatest single lesson which we still have to 
learn is that our welfare does not depend upon our money 
incomes but on our production of goods and services. Just 
because a wage increase or a higher price received for what 
a man sells gives him a greater command over goods and 
services, the average person is apt to reason from the partic- 
ular to the general. The foregoing reasoning is correct, 
providing not too many other people also get higher wages 
and charge higher prices. But if we all organize ourselves 
into numerous pressure groups to get higher prices, higher 
wages, shorter hours and, in general, become price-minded, 
obviously we are not going to have a high standard of living. 
Monopoly is always restrictive; it is price minded—this 
applies to business monopolies and to labor monopolies. For 
this reason, in the post-war world instead of everyone or 
every group trying to get more money, the economy must be 


allowed a high degree of flexibility under which more compe- 
tition and volume of output should be the goals rather than 
mere dollars—we cannot eat dollars! 

Unless we are willing to allow more flexible prices and 
wages to make constant adjustments with changing supplies 
and demands, we cannot expect to have full employment. 
Stated in another way—if we continue to have our major 
economic decisions made by force, by pressure groups, and 
by power, we cannot have a high volume economy. Pressure 
groups do not merely neutralize each other—rather, they 
tend to paralyze the economy and freeze many people out 
of jobs, out of incomes—and then those who seemingly 
benefit by the pressure groups merely have to support those 
who are frozen out of useful employment. This is the great- 
est single lesson we have yet to learn. If we fail to learn 
it, we will be forced into a totalitarian society just because 
we have failed to be wise enough to let a free society operate 
in the only way in which it can operate. 


New INVESTMENT—THE Key To Post-War PRosPERITY 


Another reason why patience is absolutely indispensable 
for an effective transition to a post-war prosperity relates 
to the problem of inducing new investment. Without a 
steady rate of new investment in productive facilities, we 
cannot have prosperity; without a fair return on existing 
investment we do not have adequate incentive to make new 
investment. In our economy we require an investment of 
about $5,000 in equipment and building, on the average, to 
put one man to work. Man works with capital—machines, 
tools, raw materials, etc.,—and this is why we call ours a 
capitalistic society. 

New investment is necessary for two fundamental reasons: 
(1) Unless the current savings of people are promptly in- 
vested, not in existing stocks and bonds, but in new securities 
or for new productive facilities, these savings tend to remain 
idle purchasing power; (2) we have a net increase in our 
labor supply (young people) estimated at nearly 700,000 
persons annually. Thus unless many, many units of $5,000 
are converted regularly into new, job-creating facilities we 
cannot absorb our young people into the effective work force. 
This is the most important post-war problem. 


RETURN ON EXIsTING INVESTMENT 


Unsettled social and political issues, taxes which impinge 
unduly on profits, labor turmoil, etc., all may cause business- 
men to lose confidence and the economy will bog down. By 
“confidence” we mean the conviction on the part of business- 
men that people generally will spend their incomes promptly 
in either the form of personal consumption or investment. 
When conditions are uncertain, people will hesitate and the 
businessman “loses confidence.” In short, the businessman 
who, in effect, is a trustee of the assets in his charge, must 
avoid losses and he tries to make a profit. If conditions for 
profits on existing investments are not favorable, obviously we 
cannot expect anyone to make new investments. Therefore, 
in terms of jobs and production for the post-war, we must 
create the political and social environment which will lead 
to profit expectations—first, in order to put to use our exist- 
ing resources, and second, to create new investment in job- 
creating facilities. 

It should be noted that high profits are not necessary, but 
what is absolutely necessary is that profit expectations be 
maintained. It is the expectation of profits which makes the 
economy click at high levels. Furthermore, the more we 
reduce the risks of business by building a favorable climate 
for business, the lower is the necessary profit which will 
induce high rates of industrial activity. If we make the life 
of the businessman tougher, more uncertain, and constantly 











Joseph S. Davis 


235 





threaten investments with all sorts of pressure group and 
political action, we will find that we cannot have high levels 
of production and employment. 

Thus a plentiful supply of jobs is absolutely dependent 
on an adequate return on investments. Instead of “capital” 
and “labor” being in opposite classes and having different 
interests, the fact is that their interests are mutually inter- 
dependent and we must allow no foreign “ism” to lead us 
to believe otherwise. 


AcTION NEEDED 


Nearly every group and every substantial business organi- 
zation is engaging in post-war planning. Possibly the new 
products, new raw materials, new techniques, deferred and 
foreign demand will break through the crust of obstacles 
facing high levels of production and exchange in the post- 
war. Beyond promotion of products and markets, insufficient 
attention is being devoted, however, to the inevitable read- 
justments which will face us in post-war. Business groups 
and a few economists are cautiously drawing attention to the 


distortions but are not speaking out boldly and effectively 
for a more flexible and mobile economy which is the only 
type of economy compatible with freedom. Socially and 
politically, we are inclined to allow problems to reach the 
crisis stage before acting. Had we the foresight to act in 
advance, the solution to the problems would be greatly 
facilitated. 

In the pre-war period we never collected as much as $5 
billion in federal taxes. The interest on our federal debt 
alone in the post-war will require 50 per cent more than that 
sum—in addition, we will hzve the ordinary expenses of 
government, a huge standing army, a two-ocean navy and 
many other commitments to fulfill. Unless we have extra- 
ordinarily high levels of industrial activity we will not be 
able to carry our burdens or absorb our labor supply. This 
is deadly serious business and, unless people in positions of 
leadership and responsibility can be awakened in time to 
the problems which we face, our way of life can be destroyed. 
It has happened in many European countries, but it can be 
avoided here if we act in time. 


Food as an Implement of War 


THE RESPONSIBILITIES OF FARMERS 


By JOSEPH S. DAVIS, Director, Food Research Institute, Stanford University, Cal. 
Delivered before the annual meeting of the California Farm Bureau Federation, Santa Cruz, Cal., November 17, 1943 


Y Davis forebears were farmers through many gen- 
erations, long in Pennsylvania, and earlier in 
Wales. I still feel at home among farmers, but I 
can’t pose as one of you in any sense of the word. For 
22 years, however, I have spent a lot of time studying far- 
mers’ problems and farm policies. Now I am greatly troubled 
about some phases of the farming situation and outlook. 
Although I am terribly busy, I couldn’t refuse when your 
president asked me to be on your program. I crave a heart- 
to-heart talk with you folks of the Farm Bureau. I represent 
no one but myself, but I am trying to see things as straight 
as history will. I write and speak with great frankness. 
I know you will not like all that I have to say, but I hope 
you will hear me through. 


I 


“Food as an Implement of War”: I shan’t spend much 
time on the usual ideas about this timely topic. They have 
been hammered home by the President, the Secretary of Agri- 
culture, the War Food Administrators, your leaders, and 
your own selves. As I briefly remind you of them, let me 
merely throw in a few qualifications of my own. 

An army still “marches on its belly,” as I believe Napoleon 
said. Enough food, of the right kinds, at the right time, is 
just as absolutely essential to the fighting efficiency of modern 
armies, navies, and air forces as oil, gasoline, trucks, tanks, 
planes, ships, guns, ammunition, shoes, other clothing, medical 
supplies and services are. Mind you, I say “just as absolutely 
essential.” What the armed services require is a well-co- 
ordinated supply of a great many things, food included. 

You are too honest and sensible to swallow the “pap” that 
some try to feed you. Food is vital, but by no means is all 
foods necessary. Some are almost pure luxuries; luxury ele- 
ments are present in many; and even of the most essential 
foods, consumption above some level is luxurious consump- 
tion. In general, food deserves priorities, but by no means 
top priority. Farming is a fundamental industry, not the 








fundamental industry. Farmers are essential, in peace and in 
war, but of course they are not the only essential people. 
A nation at war must get teamwork, the best possible. Every 
class, group, and individual has a vital part to play, and needs 
to feel conscious of its part; but nobody, no group or class, 
can fairly claim to be the most essential. Why should we? 

Besides the armed services, civilian workers who are pro- 
ducing our fighting equipment and our ships, and those who 
man the no less essential industries and services farther behind 
the front, of course must be well nourished if they are to 
produce the utmost possible. Their families also need to be 
properly fed if fighters and war workers are to be “physically 
strong, mentally awake, and morally straight.”” Among other 
things, this means food, enough and of the right kinds, con- 
tinually available and effectively used. Under the strains of 
war, we need to be better nourished than many actually were 
in the quieter days of peace. But this doesn’t mean that we 
must now get an abundance of all the kinds of food that we 
prefer and could pay for: that is simply out of the question 
in wartime. In food as in other lines, we must strive to cover 
our needs but cannot hope to satisfy all our wants. And over- 
eating in various forms, and wastes of all other kinds, are 
more objectionable than in peace. 

A highly misleading slogan was current a while ago: “The 
United States will feed the world.” Obviously we couldn’t 
and we can’t, and our spokesmen shouldn’t have loosely talked 
as if we were going to try to do this. They no longer talk 
that way. But we must, I believe you are fully agreed, do all 
that the United States reasonably can, in conjunction with 
other food-exporting United Nations, first toward meeting 
the food deficits of the British and the Russians, and event- 
ually those of the Chinese as well, on the basis of need. These 
peoples have borne the great burden of the war to date. It is 
our war as well as theirs. Every gain that we can help them 
make will shorten the common struggle and hold down our 
own further sacrifices. All-out aid now will also strengthen 
our influence in making a good peace. There is terrible need 
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in Soviet Union territories recently reconquered by the amaz- 
ing Red Armies. A bitter famine is raging in India. Hun- 
dreds of thousands died in another in China last year. 

But all the food that we can possibly supply our allies will 
not win the war. We cannot just “let George do it,” or 
‘Tommy, or Ivan. We cannot safely soothe ourselves with the 
new slogan: “Food fights for freedom.” Freedom will be 
won by men and women, fighting with all their resources, 
fighting in which our own take vigorous parts, fighting in 
which the fighters get all the backing that the home front can 
provide. These are winning the war for us. Food is one 
highly important part of it, but only a part. 

You also know, I am sure, that food for civilians must fol- 
low the advancing forces on the continent of Europe, as it 
has in North Africa, in Sicily, in southern Italy: food to 
check and prevent starvation, to correct undernutrition or 
semistarvation (which is far more prevalent), to eliminate 
serious deficiency diseases, to provide. the basis for civil order, 
restored morale, assistance to our own armed forces, and 
economic and political rehabilitation. Even the assurance that 
food will be so provided, and so used, softens resistance and 
wins support before and after actual invasion. This food can 
serve as a “lever for victory” —a phrase that I strongly prefer 
to the phrase “implement of war.” Then, when victory is 
won in Europe, food will need to be shipped in and dis- 
tributed on a large scale, to those who have been our enemies 
as well as to our ruthlessly oppressed friends, in order to help 
clinch the victory and help start the peace. We already want 
to do our part here too, and later in the Far East—not with 
impractical openhandedness but also without selfish stinginess. 
I do not doubt it. Does any of you? But our determination 
needs to be sharpened, and carried into effect. There is not 
too much time to prepare, and our preparations are thus far 
inadequate. 

We can exaggerate the quantity of American food that will 
be required for these purposes and the supplies that we must 
produce and share, and so be needlessly appalled by an inflated 
prospect. This is too common a mistake in Washington today. 
We are too prone to talk too big. The job is big, but man- 
ageable. Properly sized up, with resources effectively utilized, 
it can be done. But how best to do it is not yet settled, and 
we can too easily underrate the brains, tact, planning, and 
organization that the tasks demand. 

Men and women, not food alone or primarily, “will win 
the war and write the peace.” Secretary Wickard’s slogan 
was a neat phrase with elements of truth in it. But it was as 
extreme an exaggeration as Winston Churchill’s famous re- 
quest, while we were still on the sidelines: “Give us the 
tools [he said] and we will finish the job.” They didn’t. 
They couldn’t. We were needed as well as the tools. It 
wasn’t a British job. It was and is a United Nations job, 
as we eventually were shocked into recognizing. Much is to 
be hoped from the United Nations Relief and Rehabilitation 
Administration, whose new council is now in session in 
Atlantic City. 

The food job will not be finished when the first stages of 
relief and rehabilitation are past. Already serious minds are 
struggling with the problems of making reality out of that 
superambitious slogan, “freedom from want” all over the 
world. The United Nations Conference on Food and Agri- 
culture has been followed by an Interim Commission which 
is now sitting in Washington. Food is not only an implement 
of war and a lever for victory. It can also become a powerful 
engine for durable peace. All this concerns you very much. 
Today, however, I have no time to go into it. 

Farmers—men and women like you all over this country 
and other countries—have a clear-cut job: to do their full 
share in producing all the food that is essential to the com- 





bined job of winning the war and buttressing the peace. 
I take my hat off to them as producers. In this work you and 
the others have been doing magnificently, using your brains 
as well as your brawn, drawing on reserves of patience and 
good humor as well as of energy, making the best of shortages 
of machinery, parts, hired labor, and often other essentials, 
coping with harassing difficulties of red tape, of conflicting 
advice and orders, and of prices. 

You haven’t been alone in all this. Almost everybody I 
know is working harder, playing less, sharing more, and en- 
during more irritations than usual. That’s war! “C’est la 
guerre,” as we used to say 25 years ago. We gripe and growl 
about our troubles, but this is just one of our habitual pleas- 
ures—whether we are farmers or college boys or soldiers or 
economists. Compared with most other peoples involved in 
this war, our difficulties and sacrifices have been and are 
extremely small. Considering everything, and partly thanks 
to a run of good years weatherwise, we are really doing 
amazingly well, foodwise and otherwise. 

Or are we? Individually, most of us may be doing the 
best we know, but collectively we are certainly not doing 
nearly well enough. If not, why not? Our wartime food 
management is away below par. The President, in his recent 
food message, glossed over defects that are distressingly 
serious. It is a grave exaggeration to say that it is all in chaos, 
but there is a lot that is wrong and needs to be set right. 
We are not achieving anything like the success of which we 
are capable, in making food the most efficient implement of 
war and lever for victory. Indeed, there are grounds for fear 
that we shall needlessly let down peoples who have been led 
to count on us for food within the year ahead. 

In a recent pamphlet I have tried to set forth fairly the 
strengths and weaknesses of our wartime food management, 
to trace both to their sources, and to suggest essential im- 
provements. Correspondence with a good many who are well 
posted on different phases of the subject convinces me that 
most of what I wrote in midsummer is still timely, true, and 
important. If any of you cares to get a copy to read, let me 
know and I’ll send you one. (Please don’t be prejudiced by 
the fact that it was written for and published by the Los An- 
geles Chamber of Commerce. Confused by the food problem, 
they asked me: “Give us the facts as you see them and spare 
no feelings.) But it was not written for farmers in par- 
ticular. Today I want to go somewhat more fully into sev- 
eral points of special concern to American farmers, and espe- 
cially to those who are members of farm organizations. 


II 


American farmers are important not only as individual pro- 
ducers, but also as organized groups and as a political force. 
They have great collective power. With power goes responsi- 
bility. You see this clearly when you look at union labor, at 
combinations of capital, at railroads, banks, manufacturing 
concerns, mail-order houses, or chain-store groups, and at 
local or regional public utility companies. Organized farm- 
ers, with large political influence, cannot afford to ignore 
their grave responsibilities in connection with preventing in- 
flation, maintaining industrial peace, and perfecting wartime 
food management beyond the production stage. These respon- 
sibilities are being evaded. They should be dodged no longer. 

For 20 years improvement in the farmers’ financial condi- 
tion was the subject of profound concern to farmers and to 
the nation. Especially in the past 14 years, “action programs” 
of several kinds have been applied on their behalf, with much 
public sympathy and support. Now, in the midst of war, 
conditions have radically changed, but our agricultural policy 
has not been appropriately altered. Old and new elements 
of agricultural policy are in conflict with sound food policy. 
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More than you realize, I am sure, this conflict has gone far 
to defeat good food management, and it is now preventing the 
most effective use of food either as an implement of war or as 
a lever for victory. This month’s campaign slogan is: “‘Pro- 
duce and conserve, share and play square.” It is time seri- 
ously to raise the question: Are farmers, as a collective body, 
a political force, playing square with the American people? 
This is a crucial question, at the heart of the topic given me. 

The country has been led to think of the farmers as under- 
privileged. This notion was never too well founded, and is 
today out of dace. Farmers generally suffered acute financial 
hardship in the early 1920’s and worse still in the early 
1930’s; and, of course, some continue in poor circumstances 
when the general average is good or better. But especially 
in the 1930’s, farmers were accorded various special privileges, 
including government guarantees and subsidies of several 
kinds. These have not been withdrawn as farm income has 
risen to unprecedented heights, but even increased. Farmers 
are now enjoying additional privileges as well as exceptional 
incomes. Let me mention just a few. 

Farm people grow and preserve a considerable part of the 
food they eat. Because of this, they are free from many food 
restrictions that are keenly felt by other groups. Yet tliey get 
the same ration coupons as others who must depend far more 
heavily, if not entirely, on purchased foods. This is obviously 
not fair, but no administratively feasible way of correcting 
it has been found. By and large, farmers have stayed on their 
home places, and not been uprooted like so many others, to 
face strange and difficult living conditions. They and their 
sons and hired workers are given special exemptions under 
the Selective Service Act. Congress has passed legislation 
promising government price support for various farm prod- 
ucts, “not only during the war, but for two years afterward.” 
This is not, as the President recently called it, “a guarantee 
against postwar disaster,” but it is a privilege accorded to no 
other group. 

My own view is that such privileges are on the whole ex- 
cessive. I believe that organized agriculture has already over- 
played its excellent hand, and that it is now risking a disas- 
trous revulsion of public sentiment. Even if this does not 
come, increasing wartime prosperity almost certainly insures 
postwar collapse in prices and income, and in the boom in 
land values that is proceeding almost precisely as it did in 
World War I. But you should not be influenced only by 
fears of bad consequences. I rely heavily on your sense of 
fairness and your patriotism, if you squarely face the situation 
and can see through the fog and smoke screens of confusing 
“facts” and arguments. 

Let me quote a few sentences from President O’Neal’s 
opening address to the 1942 convention of the American 
Farm Bureau Federation: 


Labor also must clean its own house if it is to continue 
to enjoy its present privileges. . . . It is preposterous for 
labor union leaders to expect that the American people 
will continue to grant the very great privileges that 
union labor now has under the law, unless the unions 
will agree to accept social responsibilities commensurate 
with the privileges. . . . There is no more justification 
for “featherbed” rules in labor than there is for an 
industry to have excessive tariff protection. There is no 
more justification for high monopoly wages than there is 
for high monopoly prices. 


I heartily agree. But let me read it again, with only a few 
words changed: 

Agriculture also must clean its own house if it is to 

continue to enjoy its present privileges. It is preposter- 

ous for agricultural leaders to expect that the American 


people will continue to grant the great privileges that 
agriculture now has under the law, unless the farmers 
will agree to accept social responsibilities commensurate 
with the privileges. There is no more justification for 
“featherbed” loan rates, farmer subsidies, and high tariffs 
on wheat sorely needed for feed than there is for 
“featherbed” rules in labor or for an industry to have 
excessive tariff protection. There is no more justification 
for current high levels of farm prices than there is for 
high monopoly wages or for high monopoly prices. 


This revised version of mine deserves, I am sure, equally em- 
phatic endorsement. Can you expect the American people 
much longer to endure what amounts to competitive gouging 
by labor and agriculture? 

Oh wad some power the giftie gie us 

To sée oursels as others see us! 

It wad frae monie a blunder free us, 

An’ foolish notion. 


A valued Kansas correspondent writes me: “. . . the rank 
and file of our farmers want only a fair deal and are not 
seeking any advantage whatsoever. They are not made up 
that way.” Your own resolutions last year included similar 
statement, e.g.: 


Farmers do not seek abnormal profits. All that they 
ask is that the prices of urgently needed farm products 
be permitted at a level which will cover the costs neces- 
sary for maximum production, and thereby enable far- 
mers to contribute their full effort toward victory—and 
a lasting peace. 


I have long been disposed to believe such statements. I still 
want to. But how can I, now, when they are absolutely con- 
tradicted by wartime experience? All sorts of evidence show 
that American farmers are making big money out of the war. 
I do not mean, of course, each and every farmer. Some are 
not; nor are all laborers getting shipyard wages. Data are 
not available to show, for any given period, the precise pro- 
portions of those whose net incomes have risen greatly, mod- 
erately, or not at all. But I do mean that farmers in the 
aggregate are making big money out of wartime farming, 
and that marked improvement in the level of farm income is 
general, not exceptional. 

Farmers resent the term “war profiteers,” but it fits. They 
are not alone, of course, but they are outstanding. I don’t 
believe farmers realize the facts of the case. I still hate to 
think they want or mean to profiteer, but I am greatly dis- 
turbed because they are making no moves to stop it. Good 
intentions—well, you know the proverb—are not enough. 

Unless you at the “grass roots” do something about this, 
your leaders will probably keep on fighting to raise your 
prices and income further, regardless. At the National Farm 
Institute in Des Moines last year, a woman member of the 
Iowa Farm Bureau Federation coolly asked: “Do we want 
to have as a national policy the objective that everyone should 
be well fed? We have never had this as an objective; we 
have been interested in seeing that the producer is well paid.” 
Mr. O’Neal said in another group there: “Our job is to see 
that the farmer is as well protected as possible during this 
period and afterward.” Are these your primary objectives? 
If so, no matter how hard you work and how much you 
produce, you will be doing less than your share to make food 
an effective implement of war and a powerful lever for 
victory. 


III 


Let me cite a few figures. I'll pass over those on cash 
income or gross income, for of course farmers’ expenses have 
gone up too. But farmers’ net income has risen strikingly 
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and is still going up. You know it. Everybody knows it. 
But the extent is not generally realized. The best estimates 
are not perfect, but the Department of Agriculture is pretty 
good at this job, through thick as well as thin. The latest 
official figures, always subject to revision, will probably not 
be radically changed except possibly (perhaps upward) for 
1943. 

First, however, I must explain two concepts—income par- 
ity and net income to persons on farms from farming. 


To quote the Agricultural Adjustment Act, 1938: 


“Parity,” as applied to income, shall be that per capita 
net income of individuals on farms from farming opera- 
tions that bears to the per capita net income of indi- 
viduals not on farms the same relation as prevailed dur- 
ing the period from August 1909 to July 1914. 


So defined, income parity was reached on the average in 
1935-39. 

Net income to persons on farms from farming includes net 
income of farm operators from current farming operations, 
adjusted for farm inventory changes, and farm wages to 
laborers on farms, inclusive of cash wages and the value of 
food, fuel, and lodging furnished the laborer and his family. 
Net income of farm operators from current farming opera- 
tions is the gross farm income less expenses of agricultural 


production. The gross income includes receipts from sales of . 


farm products, the value of products of the farm consumed 
by persons thereon, imputed rental values of farm homes, and 
(since 1933) government payments to farmers. Expenses 
include cash wages and perquisites to hired labor, the cost of 
other services annually used in production, net rent to non- 
farm landlords, farm mortgage interest, and estimated de- 
preciation or maintenance of durable implements, equipment, 
and buildings used in production and of farm dwellings 
besides. 

So defined, net income from agriculture received by all 
persons on farms (including hired labor) averaged $5.3 bil- 
lion in 1935-39, a billion more than in 1910-14, when the 
farm population averaged about 4 per cent larger. In 1941, 
when farm income from farming figured out 8 per cent above 
income parity, net income from agriculture to persons on 
farms was $7.5 billion. This was 41 per cent higher than 
the 1935-39 average, and the highest since 1917-20. In 1942 
the corresponding estimate of net income was $11.3 billion, 
15 per cent above the all-time peak of 1919 ($9.9 billion). 
In 1943 the corresponding figure will certainly be over 
$14 billion, though the farm population is the smallest in 
several decades. (The latest official estimates, as of Janu- 
ary 1, show 27.8 million in 1943 as compared with 32.3 mil- 
lion in 1913, a decline of 14 per cent.) Per person on farms, 
the 1943 net income from agriculture received by persons on 
farms is estimated nearly three times what it averaged in 
1935-39, when, I repeat, income parity as officially defined 
was reached. 

Realized net income of farm operators from farming (not 
gross or cash, mind you, but net) is estimated at $3.6 billion 
in 1910-14, $4.7 billion on the average in 1935-39, $6.3 
billion in 1941, $9.5 billion in 1942, and $12.5 billion in 
1943. The 1943 figure is double the total in the prosperous 
year 1941 and 36 per cent larger than in the peak year 1919 
($9.2 billion). Farm organizations have protested overtime 
pay to industrial workers, but many farmers themselves are, 
in effect, getting extremely high rates for the overtime they 
put in, 

For all recent years, subsidies to farmers are included in 
the figures I have cited. One might suppose that these would 
have dropped as cash income from marketings increased so 
remarkably. Actually, they are higher than in any year prior 





to 1939. Disregarding indirect subsidies of several kinds— 
in the aggregate of large current importance—checks for 
benefit, conservation, and parity payments alone averaged 
$503 million in 1935-39, rose to a peak of $807 million in 
1939, and totaled about $700 million in 1942. In the first 
nine months of 1943 the total was $553 million, as compared 
with $511 million in the same months of 1942. Many farm- 
ers, moreover, are now cashing in afresh on productivity 
gains achieved through soil-conservation practices for which 
they had previously received government checks. 

The President put it mildly when he said in his recent 
food message: 


In plain language, the farmer this year is not only 
better off in relation to others in the population than he 
was before the war broke out; he is better off than he 
was in the base period 1910 to 1914, and better off than 
he has been in any year since that time. 


The President appeasingly added: “This is just and desir- 
able.” With this I flatly disagree. Marked improvement as 
compared with the early 1930’s was just and desirable. Some 
increase over the 1935-39 average was reasonable in view of 
the increased work farmers have been and are doing. But the 
actual increase in net income during the past three years has 
gone too far to be either just or desirable. If banks, railways, 
public utilities, industrial corporations, or organized labor 
were to claim that such treatment of them was just and 
desirable, farmers would how] to high heaven in protest. 


IV 


Through the 1920’s and 1930’s the farmers strenuously 
demanded “fair exchange value” for what they produced and 
a “fair share of the national income.” Parity became the 
watchword, parity prices and parity income the goals. In 
1933 and later, these were written into federal laws, as over- 
all objectives of action programs. Specific formulas were 
legislated. Acceptance of the “parity principle” was regarded 
by farmers as an epoch-making political achievement. 

The parity formulas were biased in favor of the farmer. 
For the base period for parity price and parity income, the 
five years just preceding World War I were chosen, not 
merely on grounds of statistical convenience. In that period, 
price relationships were on the whole more favorable to farm- 
ers than in any earlier 5-year period. (Comparable data 
on farm prices of farm products are not available much before 
August 1909, but indexes of wholesale prices are.) So far as 
one can judge, per capita incomes of farmers were then 
higher, compared with other groups, than in any correspond- 
ing period before, or since until recently. In other words, the 
so-called farm parity goals were set at the best 5-year average 
in history, as if anything less than this best was unfair to 
farmers. 

This wasn’t enough. For some products, including tobacco 
and potatoes, another base period more favorable to farmers 
(1919-29) was substituted, and the base period for burley 
and flue-cured tobacco was again changed, in 1940, for the 
same reason, to 1934-39. The older base period has been 
retained for wheat and corn despite important subsequent 
reductions in production costs due to mechanization and the 
use of hybrid corn. Moreover, the parity-price formula itself 
was changed to include interest and taxes as well as prices 
farmers pay, when this change raised the computed parity 
prices. When agricultural wages went up, efforts to change 
the formula again to raise parity prices further were barely 
checkmated, for the time, by the President’s opposition. 
Parity income, furthermore, was defined so as to exclude 
from farmers’ income, and to include in income of nonfar- 
mers, all the income received by people on farms from sources 
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other than farming. According to recent estimates, such 
income averaged in 1935-39 $2.1 billion as compared with 
$5.3 billion from farming operations. 

If labor or industry, or General Motors or the United 
Mine Workers, were to compute parity for itself in like 
fashion, you would probably be flabbergasted by the results. 
Would you approve the methods? Have you been aware that 
they were employed in your behalf? 

When the parity principle was fought for and accepted, it 
was the common interpretation that farmers sought to have 
the level of farm prices and the level of farm income raised 
to the parity levels—on the average, over a period of years, 
not for every farm product in every year; and that such 
average levels should be if possible maintained, but not ma- 
terially exceeded. Earl C. Smith, vice-president of the Amer- 
ican Farm Bureau Federation, testifying before the House 
Committee on Agriculture in May 1937, expressed the con- 
viction that the provisions of the draft bill under considera- 
tion (a forerunner of the Agricultural Adjustment Act, 
1938) “would keep the price level effectively confined .. . 
between 10 per cent below the parity and 10 per cent above 
parity.” In short, the avowed aim was to raise the “parity 
price ratio” and the “income parity ratio” to around 100 per 
cent. Considering the formulas employed, this seemed to me 
the uppermost limit of what could be called fair, on the rea- 
soning of farmer advocates themselves. 

In these senses, parity as officially defined was reached in 
the course of 1941. Did farmers say: “This is what we’ve 
been fighting for. We've reached it. Now let’s just keep it”? 
When parity goals that had been urged on the basis of fair- 
ness to agriculture were reached, did farmers frankly ac- 
knowledge that overattainment of these goals would be unfair 
to the rest of the nation? Secretary Wickard so argued, in 
an address on August 12, 1941, “Let’s Keep Parity.” But 
his position won no effective farmer support. 

Since then the index of prices farmers receive has been 
pretty consistently at or above the index of prices farmers 
pay plus interest and taxes. Recently the parity price ratio 
has been running at the abnormally high figures of 116-117 
per cent, much as it did at the height of the farm prosperity 
spree in World War I. It would be much higher except for 
the fact that rising farm prices have been heavily responsible 
for the rise in the index of prices farmers pay. Income parity 
was exceeded in 1941 by 8 per cent, in 1942 by 38 per cent. 
The latest estimates are that income parity this year will be 
exceeded by 50 per cent. 

“We want parity but we don’t want to be hogs,” said 
President O’Neal at Des Moines last year. But I gather 
that he meant, and still means, at least parity prices on every 
farm product every year—regardless of how much above 
parity farm prices average or how high the farm price of any 
product goes. This is a rank distortion of the original parity 
goal, indefensible by any standard of fairness that I know. 
There has never been any justification for this objective, and 
I wish I could take time to explain its extreme unreasonable- 
ness under wartime conditions. 

If Mr. O’Neal has publicly faced the evidence about above- 
parity farm income, I have run across no indication of it. 
How many of you, I wonder, even knew it a month ago—or 
a minute ago? I do not want to conclude that farmers have 
become, by their own choice and volition, what Mr. O’Neal 
protests they don’t want to be. But when farm income from 
agriculture to persons on farms is running 38-50 per cent 
above official income parity, should not farmers begin to 
shout: “Stop! We have enough!”’? 

Instead I hear some new arguments. Suppose the railroads 
had recently argued: “We have had many lean years. Our 
services are in great demand. Let us raise rates enough to 


recoup all our losses of the past 20 years and lay up reserves 
for the postwar period besides.” Would you say, “That's only 
fair’? The farmers’ share of the retail food dollar reached 
58 cents in August 1943, the highest on record since 1919. 
The 1935-39 average was 42 cents. This is ignored. But 
now it is asserted that the consumer has no right to complain 
of food prices if the percentage of his income spent for food 
is low, as it is. The estimate for 1943 is 22.7 per cent (for 
food and beverages), the lowest on record, though consumer 
expenditures for food and beverages are put 17 per cent 
higher than in 1942. Are we to be urged that it is fair for 
consumers to be asked to spend 25 per cent or more of their 
income for food, regardless of taxes, and no matter what the 
restrictions on availability of other consumer goods? 

From an editorial in Wallace’s Farmer of November 6 
(p. 6) I quote four frank sentences: 


The only crop whose market price is below parity is 
wheat [not quite true], and few wheat farmers will 
argue that a man can’t make money with wheat at the 
present level, even tho it is less than the parity figure 
of $1.46. 

Farm prices are about 117 per cent of parity as a 
whole. Farm income is around 150 per cent of parity. 

So far as these long-time farm goals are concerned, 
they have been reached or surpassed. 

Perhaps it is time now to figure out whether the old 
parity is exactly what we want. 


This concluding sentence strikes me as altogether unworthy 
of a fine farm journal. But it is in line with political farmer 
tactics: Press your advantage! “Git while the gittin’ is 
good!” Juggle the rules of the game! The sky is the limit! 
All under the banner of fairness, redefined as often as con- 
venient ! 

To my way of thinking, here is an excellent illustration of 
what T. N. Carver, my old teacher, called “the pigtrough 
philosophy of life,” whereas he would agree with me that 
farmers individually cherish the exact opposite, “the work- 
bench philosophy.” Which do you really hold? 


Vv 


I must answer a few of your questions and objections. 

What has all this to do with food as an implement of 
war? It is crucial. Many of our food difficulties have their 
roots in inflation of purchasing power and of prices. Political 
agriculture has stood, and apparently still stands, for inflation 
of farm purchasing power and farm prices. This specific in- 
flation has been primarily responsible, notably since the spring 
of 1942, for most of the rise in wholesale prices, retail prices, 
and the cost of living. Among other things, it has heavily 
contributed to the disintegration of price control, the defeat 
of economic stabilization measures, the failure to “hold the 
line” against wage increases, and widespread strikes. It is 
primarily responsible for demands for large-scale subsidies to 
“roll back” the food cost of living. It has contributed much 
to prevent effective collaboration between the OPA and the 
WFA, and to interfere with the smooth flow of foods and 
feeds. The Administration is terrifically hampered. The ex- 
ample of organized farmers is operating strongly to defeat 
patriotic impulses to accept deprivations and even privations 
cheerfully, for the good of the nation’s cause. Inflationary 
farm policies are operating to hamper relief operations, to 
increase their cost, and to intensify the postwar collapse of 
agricultural prices and land values. 

The current fight in Washington centers on “stabilization 
subsidies” to keep food prices down. Organized farmers are 
reported “agin” them. Your instinct is right. Used within 
narrow limits, as one of many instruments in the hands of an 
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able War Food Administration, these and other types of sub- 
sidies are useful, perhaps essential. But there is no prospect 
that subsidies will be so used. The President rightly stressed 
the dangers of small doses of inflation: it is like a habit- 
forming drug; the appetite grows with feeding. So it is with 
subsidies, as the President must know but did not say. “Sub- 
siditis” is also a dangerous disease. You ought to know. Is 
there any group in the country that has been fed more subsi- 
dies, direct and indirect, than farmers? But can you be satis- 
fied merely to defeat the Administration on this issue? 

Aren’t price increases necessary to insure all-out produc- 
tion? Some were. Some are. Even now a few prices should 
go up, I agree, at the farm, at wholesale, and at retail—but 
only if more should go down. Parity prices give absolutely 
no clue to the prices that our wartime food management needs 
to use in doing its job. Some prices should go up at retail, 
to help hold consumption in check, but not at the farm if this 
would distort the desirable pattern of total production. Some 
price increases at retail could yield funds to offset subsidies 
on essentials where subsidized production or consumption is 
desirable. Over-all price increases are inevitable only if they 
are politically inescapable, and you can do something about 
that, if you will. If organized agriculture would permit 
needed adjustments among farm prices, down as well as up, 
subsidies could be kept within very narrow limits if not com- 
pletely eliminated. 


President O’Neal hit the nail on the head when he said, 
in his statement of September 15, 1943: 


Relative prices as between commodities should be ad- 
justed so as to encourage the production of the types of 
foods most needed. Such an adjustment would not only 
be fair to farmers, but would tend to stabilize living 
costs and reduce consumers’ expenditure for food. 


Excellent! But to make such adjustments only and always 
upward is utterly unwarranted. 


For years farm spokesmen have argued for “stabilization” 
of farm prices. Did they mean what they seemed to say? 
Their practice shows that “stabilizing” means “boosting,” 
not only from low levels but from high as well. 

Take the so-called non-recourse loans on farm products. 
If the price goes above the loan value, the farmer can sell at 
the market; if the price falls below loan values, the farmer 
doesn’t repay the loan, the government takes over the col- 
lateral and bears the risk and usually eventual loss. Heads, 
the farmers win; tails, the government loses. Is this sound in 
principle, fair in practice? With loan rates at generally con- 
servative levels, as a safeguard against catastrophic general 
price declines, there is something to be said for non-recourse 
loans. This was the original design. For a period, the Secre- 
tary of Agriculture could fix loan rates anywhere between 
52 and 75 per cent of the parity price, and rightly chose rates 
near the bottom of this range. Congress then prescribed a 
flat rate of 85 per cent of parity, later raised it to 90 per cent 
(this rate not yet in effect on wheat and corn). Increases to 
100 per cent of parity and further juggling with the parity 
formula now have strong Congressional support, when farm 
income is at unprecedented heights. This strikes me as a 
shamefully outrageous perversion of the original design. 

Chiefly through these devices, prices of wheat, short-staple 
cotton, tobacco, and some other products have been con- 
tinually raised, regardless of supply and demand. They are 
much too high—absolutely, not just relatively. Increases in 
their prices, under parity formulas and loan legislation, have 
forced the Administration to set support prices uneconom- 
ically high on war crops such as peanuts, soybeans, and flax- 
seed, on live hogs, and on many other products. Politically 
boosted prices of hogs and feed grains have raised the costs 





of the dairy farmer, helped to mess up the flow of feeds that 
is so exasperating in many parts of the country. Right now 
flour millers are in a serious squeeze between politically 
boosted wheat prices and altogether liberal flour-price ceilings, 
and the only solution that harassed administrators can see is 
to subsidize. The old argument that our ever-normal granary 
will insure consumers abundant flour at reasonable prices is 
conveniently forgotten. 


To be effective, our wartime food management needs much 
greater freedom in adjusting prices than it now has, down as 
well as up. This requires Congressional action, and coura- 
geous administration too. Both should have farmer backing. 
They have not had it. Will you give it, or deny it? 


VI 


If organized farmers choose to stick to their line on the 
main points of agricultural policy, let them cut out all talk 
of fairness, of price stabilization, of sacrifice, of playing 
square, and frankly adopt new language fitting their actions. 
If, on the other hand, they are eager to make good on their 
fair words, let them see the light as Saul of Tarsus did. Not 
only as individuals, but as a group, they still have an oppor- 
tunity to be a great constructive force in making food do its 
utmost toward winning the war and writing the peace. Will 
you see and seize it—very late, but better late than never? 
What does the conversion entail? Wake up, rise up, and ex- 
press your patriotism concretely. Quit vying with union 
labor in promoting your shortsighted self-interests. I cannot 
urge this too strongly. Why not assume the leadership in the 
right direction, instead of pulling as one half of a team in 
the wrong direction? Accompany your complaints of the 
Administration with effective offers of help—not just indi- 
vidually but collectively. 


Through your respective leaders, sit down with the unions 
and say: We’re both making too much money for the coun- 
try’s good and our own good. We vividly remember what 
our last war-prosperity spree cost us and the country. We 
don’t want to repeat it. We’re not profiteers by nature. We 
haven’t realized what we were doing. We want to check 
inflation, and will do our part in checking it. This fight over 
subsidies is unnecessary. We'll urge Congress to stop increas- 
ing our subsidies, to scrap several of them, and to permit the 
Administration to cut back loan rates on farm products and 
to use prices as a lever to adjust production and smooth the 
flow of goods, even if our income is reduced thereby. We'll 
even permit the public to get and use margarine freely while 
supplies of butter are so short. Will you meet us halfway? 
Let’s come to an understanding. 

Say to the Administration: We know you are having a 
hard time on the home front. We want to help, in every 
way, not just in producing. Don’t be afraid of us. Don’t 
hesitate to ask sacrifices of us. We have boys in the armed 
forces, facing hardships and making sacrifices far beyond ours. 
You stood by us and worked for us in our great distress. 
We'll stand by you in this year of crisis, even if it hurts. 
We are ready to go to any reasonable length to modify our 
previous stand so as to make possible a first-class wartime 
food management. Count on us. .If you can, work out the 
details with us, with labor, with industry. But move, and 
move fast. 


Impossible, will you say? Too much to ask? Too late to 
change? Maybe so. There are other ways, but the will is 
essential. I am confident that I speak for a multitude of 
your fellow-citizens, who are less informed, less frank, or less 
articulate than I am, when I say that faith in the American 
geo} already profoundly shaken, will be broken if you just 
sit tight. 
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The Common Man and the Common Law 


LAW AND SOCIAL ORDER ARE AT STAKE 
By JOHN DICKINSON, General Counsel for the Pennsylvania Railroad, Philadelphia, Pa. 
Delivered before the Virginia State Bar Association, Roanoke, Virginia, August 6, 1943 


HE addresses which have been delivered before this 

Association from year to year, some of which have 

been collected into a volume that is a notable contribu- 
tion to American jurisprudence, have not ordinarily dealt 
with technical aspects of professional practice, but rather with 
broad issues of concern to every lawyer because they relate 
to the place and function of law in civil society and in the 
life of the community. In keeping with that tradition I wish 
to discuss such an issue tonight, which may be appropriately 
presented under the title of ““The Common Man and the 
Common Law.” 


I. 


I wish to take as my starting point a slogan which in the 
last few years has caught the popular imagination and is 
being actively exploited in political appeals. I refer to what 
is known as the “Gospel of the Common Man.” At first sight 
such a phrase would seem to have no relevance for legal dis- 
cussion until we recollect that it has become a truism today 
that law expresses a social philosophy. What is usually meant 
by a social philosophy is implicit in such a phrase as the 
Gospel of the Common Man, and that philosophy or gospel 
is in fact writing itself insistently into governmental action. 
Today as never before law is implicated in governmental 
policies and intentions. Not mere!y is the lawyer more and 
more called on to represent his clients in direct relations with 
the government, but the courts themselves in declaring and 
applying law apparently feel under an obligation to accept 
and give effect to governmental policy. In so far as the Gos- 
pel of the Common Man colors and permeates the prevailing 
social philosophy, in so far as it motivates governmental in- 
tentions and dictates governmental policy, it has a direct bear- 
ing on the administration of law. 

In this country we have always supposed that the political 
and legal arrangements to which we have been traditionally 
accustomed were designed to protect and promote the inter- 
ests of the common man. Here in the State of Jefierson and 
Henry and Madison, the Gospel of the Common Man would 
seem to be a very old gospel, an old philosophy which long 
ago won acceptance throughout the Union and has woven 
itself into the fabric of American life. Never in history has 
there been a country where the general standard of living of 
the people has exhibited such rapid and steady improvement 
as in the United States. Nowhere has human ingenuity con- 
tributed so much to increasing the conveniences and comforts 
and luxuries of life available to the masses. Under our social 
and economic and political system during the comparatively 
brief period of a century and a half, inventions have multi- 
plied and found their way into general use which have incor- 
porated into our national standard of living material comforts 
that in other countries have remained the luxuries of the few. 
This rapid and unprecedented improvement in the standard 
of living has been the work of common men. It has resulted 
from releasing the energies of the whole population, from 
opening the doors of opportunity, and from enabling indi- 
viduals everywhere to develop their special talents and 
aptitudes. Our leaders have come from every kind of social 
background. Inventors and merchants and industrialists and 
statesmen and scholars have come from the farm, the forge, 
the cabin, the mill, the plantation, the home of culture and 
luxury. Every one has been free to make the best contribution 
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he had it in him to make, and the collective result has been 
to build a society in which the common man has had wider 
opportunities and greater comforts than ever before. This 
is what doubtless most of us understand by the Gospel of the 
Common Man. 

The new Gospel of the Common Man as it is being pre- 
sented today turns out, however, to be something quite dif- 
ferent. It refuses to find satisfaction or encouragement in 
what has been accomplished and concentrates attention on 
how far we have fallen short of an ideal. It tells us that we 
have not come as far or as fast as we should have come, and 
that it is imperative that we change our methods in order to 
progress much faster. It sees little to commend in what has 
already been achieved and takes its stand at a point of view 
from which the lot of the common man in this country 
appears wretched and deplorable. It employs standards of 
comparison which emphasize the wide discrepancy between 
the lives of common men as they are actually lived and as 
they conceivably might be if our efforts and our resources 
were employed differently. 

The criticism runs to both material and spiritual factors. 
In the material field it is pointed out that millions of our 
people are not fed today in accordance with the known results 
of the science of dietetics. Millions are not drinking enough 
milk or eating enough vegetables, although they prefer pork 
or hominy or the concoctions of the soda fountain. Millions 
are deprived of adequate housing facilities. They may own 
an automobile or a radio, as they usually do, but their homes 
are not equipped with electric lights, electric cooking appli- 
ances, a bathroom, an oil furnace. Thus it is said that a large 
percentage of our people are ill-fed, ill-housed and ill-clothed. 
Again the recreational and cultural facilities available to them 
are not adequate. In spite of the large sums already expended 
for these purposes by public authorities, millions living in the 
crowded cities and in the country districts as well are not 
provided with facilities for organized play and organized 
sports. Also they are required to pay too much for many of 
the goods and services which they must purchase out of their 
own incomes—fuel, light, rent, transportation. Finally, they 
are not paid enough wages to support the standard of living 
which they should have—a standard which should include 
some luxuries as well as necessities and conveniences, and 
which should permit cultivation of the so-called cultural 
values. 

So much for the material side. The new gospel also finds 
the psychological side of the life of the common man deplor- 
able. He is a prey to fears which torture him with inhibitions 
and impair his efficiency. The chief of these is fear of losing 
his job—he has no guarantee that he will continue to be em- 
ployed and receive wages. He knows that at some time or 
any time he may find that he has to look for different em- 
ployment and perhaps will have difficulty in finding it. He 
has also before him the fear of losing his savings—the bank 
or insurance company in which he has invested, or the concern 
whose bonds he has bought, may prove to be financially un- 
sound. Finally, he is always faced with fear of illness or old 
age—of a time when he will no longer be able to receive his 
accustomed income from his labor. 

I have attempted to present this new gospel in a sympa- 
thetic spirit, for it contains much that is both touching and 
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profound. It brings to the surface and emphasizes a great 
deal of the pathos of life, the brief interval of darkness and 
peril between a sleep and a sleep that is the lot of man. Of 
course, this fact—the fact that at least some of the things the 
new gospel deplores, uncertainty, hazard, fear and the neces- 
sity of facing and conquering fear, seem inherent in life itself 
——raises a question as to the soundness of a view which is 
impatient to eliminate them. If there were no hazard in life, 
a strong force for strengthening character and promoting 
social progress would be removed. Our ancestors—the men 
and women who faced the Indians and the beasts of the 
forests, who crossed first the ocean and afterwards the prairie 
and the desert—would bear witness to this. It is likewise 
questionable whether the new gospel is altogether wise in the 
extent to which it goes in demanding such great and immedi- 
ate increases in the standard of material living with respect 
to the matters of foods, housing and recreation. The advances 
in the material standard of living have already been so great 
and so rapid in this country that the question of still greater 
acceleration in the rate of progress becomes primarily one of 
the price that would have to be paid for it. 

In the last analysis the demand of the new gospel is for 
speed—a demand for moving faster in directions in which our 
American life has already been moving—a demand for realiz- 
ing at once and completely an ideal towards which we have 
been making appreciable steady progress. Its indictment of 
accepted and traditional methods is that they have not already 
achieved goals many of which are generally accepted as de- 
sirable. It proposes to purchase this accelerated speed at the 
price of important and far-reaching changes in methods, and 
the fundamental question which therefore emerges is whether 
that price will actually obtain the promised result, and 
whether it is one that we can reasonably afford to pay. What, 
then, is the change in our way and method of achieving 
progress that the new Gospel of the Common Man proposes ? 

It proposes that further improvements in the lot of the 
common man shall be effected by the organized effort of 
society acting through government. Hitherto our progress 
has been mainly, if not wholly, through the efforts of count- 
less individuals interacting freely and subject to relatively 
slight supervision and control. It is now argued that this 
freedom of action largely defeats itself and that this accounts 
for the fact that relatively so little is said to have been 
achieved. Another argument is advanced. It is said that a 
human being does not bring himself into the world—he is the 
product of society, and society therefore owes him an obli- 
gation to provide him with proper living conditions. Society 
is not entitled to leave individuals to their fate—it should 
put the collective weight of its resources at the disposal of the 
weak and the unfortunate, and seek to redress the balance 
which operates against the under-privileged through no fault 
of their own. Such a philosophy rests on a strong humani- 
tarian and philanthropic impulse. It conceives society in the 
kindly guise of a big brother, motivated by a single-minded 
purpose to succor and to save. 

The phase of this gospel which is relevant to the discussion 
here is the responsibility which it places on government and 
the conception which it presents of the proper function of 
government. From its point of view, government is the agent 
of society to succor the unfortunate, redress the hazards of 
life and insure proper living conditions for the mass of com- 
mon men. It is the function of government to see that every- 
one is fed and housed and cared for in accordance with scien- 
tific standards; to see that everyone has a job; to see that 
everyone has an income sufficient to provide not merely the 
bare necessities of life, but the reasonable comforts of living; 
to see that everyone is properly supported in illness and old 
age; to see that recreational and cultural facilities are avail- 
able to all; to see that prices are not too high, that no one is 


over-reached, and that everything is produced in sufficient 
quantities to satisfy every one’s needs. 

Naturally, such a philosophy has an extraordinary popular 
appeal—it appeals to the generous and the selfish instincts 
alike. It holds out to the mass of men the prospect of obtain- 
ing material satisfactions which have hitherto remained solely 
within the realm of their dreams. At the same time it pre- 
sents government to them in a new guise of service and kind- 
liness. It gives them a picture of government which they 
can understand and feel at home with. It gives them a sense 
of having found out what government is for and of having 
learned how to use it as their own. It associates itself in their 
minds with democracy. Democracy comes to be thought of as 
a government which provides for the mass of common men, 
insures them against misfortune and supplies them with com- 
forts and pleasures. 

This conception of government is of course not that which 
has been traditionally held in this country. It has a character- 
istic, and a very important one, which is totally alien to our 
traditional conception. It embodies a theory of government 
absolutism, of government with necessarily unlimited powers 
to work out its beneficent purposes. To accomplish those pur- 
poses effectively it is said that government must have a prac- 
tically universal supervision over men’s lives. It must have a 
practically unlimited control over the national income. It 
must be able to appropriate any part of that income which at 
its own discretion it regards as necessary for the accomplish- 
ment of its philanthropic intentions. It must be able to dic- 
tate social and economic arrangements and readjustments 
incidental to the production and distribution of that income. 
A government of such a character may appropriately be 


‘termed a Humanitarian Absolutism. 


Absolutism of this kind presents itself to us in a novel 
guise. While we have always been taught to hate absolutism 
and to fear it, we have never really known it in any form. We 
have hated only the abstract picture of it which we have 
derived from books or legends “‘of old forgotten far-off things 
and battles long ago.” It has receded in the minds of most 
of us into the region of unreality and the picture we have 
formed of it is widely different from the kindly, helpful face 
of the humanitarian absolutism which makes such a strong 
appeal to our better feelings. 

The price, then, which the new Gospel of the Common 
Man asks us to pay for its promised advantages may not seem 
unattractive or unduly high. All it asks is that we accept 
the principle of humanitarian absolutism in government as a 
necessary way of guaranteeing to the common man the full 
and abundant life which we are told that society owes him.. 
We are assured that this is a new kind of absolutism, cleansed 
by its purity of purpose from the objectionable features of the 
absolute governments of the past. We are told that it cannot 
be oppressive, because it seeks only the good of the masses— 
that it cannot be tyrannical because it is the government of 
the people themselves. This is the conception of government 
which under the guise of a social philosophy is working itself 
into the texture of much of our current legal thinking, which 
is not infrequently sanctioned by judicial decision and which 
is sometimes mentioned with approval from the bench. 


II. 


There are aspects of humanitarian absolutism which may 
well raise challenging questions in the minds of lawyers 
brought up in the Anglo-American tradition of civil liberty 
and of a government of laws. What are we bartering away 
when we surrender the principle of legal limitations upon 
government for the promise of a more abundant life for the 
common man? What is the common man himself surrender- 
ing when he makes the exchange? How long will the benefi- 
cent purpose of rulers persist when they are given a free 
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hand to promote the welfare of the common man at their 
unfettered discretion and in their own way? To what extent 
will the rulers under an unlimited form of government, how- 
ever beneficent in intention and inception, be led to perpetu- 
ate their power by a sincere belief that their power is synony- 
mous with the well-being of the community? How far will 
the necessary conditions and operations of absolute govern- 
ment defeat the ability of such a government to promote the 
welfare of the common man effectively ? 

These are pertinent and fundamental questions. They are 
also very old questions to which much careful consideration 
has been given in the past and which were thoroughly familiar 
to men like Jefferson and Madison and Edmund Randolph. 
They are not, however, questions to which much attention is 
being paid at the moment in the heat of our sympathy for the 
common man and our zeal to better his condition more 
rapidly. I assume for the purpose of this argument that that 
zeal is an entirely honest one and not the mere cynical bid of 
demagogues for power. I am sure that today it is in large 
measure honest; and in so far as it is so, those who share it 
cannot afford to ignore such questions in the way that they 
are now being ignored. I shall not attempt here to answer 
them directly, but rather to try to give such answers as may 
be afforded by considering one specific claim of humanitarian 
absolutism—the claim that it is a new kind of government 
free from the known defects of the absolute governments of 
the past. It is not. It is a very old and familiar kind of gov- 
ernment; and a brief glance at some pages of its history may 
shed light on the validity of the new Gospel of the Common 
Man. To place this review in its proper setting, it is neces- 
sary to say a word about the history of government. 

The history of human government has very little to record 
of free government or popular government in any sense. We 
have grown so accustomed to our relatively short span of 
freedom, we have come to take it so much for granted, that 
we seldom stop to reflect that nine-tenths of the human race 
has never known popular government in any form, or any 
kind of government in which the voice of the common man, 
or the interests of the common man, had any determining 
part. In the civilization of Western Europe and in that civili- 
zation alone the story of government is illuminated by inter- 
mittent flashes of freedom. The Greeks invented democracy 
very early in the history of Western culture, but only a short 
span ago when measured by geologic time. Ever since, democ- 
racy or some form of so-called popular government has 
broken out from time to time in the West but never for long, 
with a single outstanding exception, until modern times. 


That outstanding exception was the Roman Republic. For 


almost five hundred years the great Republic of Rome gave 
an example of stable popular government in the midst of the 
revolutionary chaos of the Greek world. Then it succumbed 
and free government remained only a memory for a thousand 
years. 

But it was a powerful memory, embodied in some of the 
noblest monuments of the human intellect, and when the 
minds of men began to reawaken after the collapse and dis- 
integration of the Dark Ages, the example of Rome aroused 
a new interest in political freedom. As was natural, the in- 
terest was first renewed in the remains of the old Italian 
cities, in Florence, Siena, Genoa, Pisa, and popular govern- 
ment reappeared in the city-states of medieval Italy. Its 
revival endured for a shorter space than even the short-lived 
democracies of ancient Greece. Popular government in the 
medizval Italian cities had come and gone in two centuries, 
and again throughout the Western world there was nothing 
resembling our current conception of political freedom for 
several centuries, except in the remote outpost of the Swiss 
cantons. 

During that period, a basis of political freedom in another 
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form and mould was being laid in England. Not through 
democracy, not through popular government as we think of 
it today, but through the principle of legal limitations on the 
powers of government, political freedom grew up in England. 
Steadily and through many vicissitudes from the time of 
Magna Carta, the English constitution developed strength 
and permanence until finally in 1688, less than a century be- 
fore our own Declaration of Independence, England emerged 
as the first free nation of modern times. It is well to remem- 
ber that that date is less than three centuries ago. In the 
eighteenth century this country followed suit and went far- 
ther, eliminating even the pretense and appearance of mon- 
archy. Then ensued the great explosion of the French Revo- 
lution. It produced a democracy which lasted less than ten 
years and resulted in the despotic military empire of Na- 
poleon. Since Napoleon’s defeat, France has had a fitful his- 
tory of repeated attempts to achieve political freedom and 
make it work, but every attempt has sooner or later been en- 
gulfed in some form of tyranny. It was not until the Treaty 
of Versailles, only a little over twenty years ago, that popular 
government was finally extended to any considerable portion 
of the European continent. Then new democracies were 
set up in Germany, Czecho Slovakia, Poland, Lithuania, 
Esthonia, which led a troubled and perilous existence until 
swept away by Hitler’s or Stalin’s power. 

This brief review of the history of government is not in- 
tended to suggest that men are inherently unfit for political 
freedom or that despotism should be acquiesced in always and 
everywhere as the normal and proper condition of the human 
race. It is intended to suggest, first, that very few peoples 
have shown themselves able to achieve and exercise freedom 
over any considerable time, in fact, only the Romans, the 
British and ourselves; and, secondly, that such being the case, 
political freedom is obviously a thing of such a complicated 
and delicate balance, depending on such a nice distribution of 
forces, that it is highly dangerous to tamper extensively with 
any scheme of arrangements which has produced and per- 
petuated it. One of the main reasons, and perhaps the prin- 
cipal reason, for the stability of Roman and British freedom, 
has been the very slightness and insignificance of the changes 
which occurred at any one time in the British constitution or 
in the constitution of the Roman Republic down to the period 
of its overthrow. 

With this general survey of the history of government 
before us, we are in a position to examine the field for any- 
thing that may resemble the kind of humanitarian absolutism 
which kind-hearted men and women are asking us to adopt 
today in the supposed interest of the common man. Obviously 
we shall find no resemblance in the historic English constitu- 
tion, nor is any presented in the history of the Roman Repub- 
lic. Our search is, therefore, narrowed to the ancient Greek 
democracies, the medieval Italian city-states and the modern 
democracy of France. All three afford precedents and ex- 
amples which, after making allowance for factors of differ- 
ence, shed light on the problem before us. 

With respect to the Greek democracies and the Italian 
city-states, the precedents are of special interest since they 
were fully canvassed by the men who were directly or in- 
directly responsible for the formulation of our own Constitu- 
tion. Madison, Jefferson, Jay, John Adams and Hamilton 
were students, and they did not belong to a generation which 
thought that the study of history could safely be ignored or 
supplanted by sociology or demology or statistics. Jefferson’s 
notebook of his reading on the history of government, which 
was published some years ago by M. Chinard, would afford 
a better textbook than most of those which are available to 
our present generation of statesmen. Madison’s speeches in 
the Federal Convention are full of references to the experi- 
ence of Greece and Rome. What does that experience have 
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to tell us of the kind of government which is now presented 
to us in the guise of humanitarian absolutism ? 

In most Greek city-states, democracy early assumed a form 
and functions like those which protagonists of the common 
man are asking that the state assume today. Government was 
regarded as primarily the agency of the so-called under-privi- 
leged, the people with small incomes and little or no property. 
It was thought of as having the task and purpose of obtaining 
the largest possible amount of material satisfaction for these 
people. To achieve this objective, the simple and direct 
method of redistributing property was in the end generally 
resorted to. Measures short of confiscation and redistribution 
were generally found insufficient to satisfy the hopes and 
expectations which had been awakened. The people had been 
told that the government was their government, the people's 
government, that its function was to make them comfortable 
and happy and give them what they wanted, and they ex- 
pected it to live up to its promises. 

The result was always disappointment and a heightening 
of popular discontent. The measure of the common man’s 
desires when met with a promise of speedy and complete ful- 
fillment has a way of growing inordinately and soon passing 
beyond the limit where it can be satisfied. Meanwhile the 
burdens placed upon property-owners and those charged with 
the organization and management of productive activity are 
reflected in a decline in the total amount of wealth available 
for distribution. Thus the demands for benefits from the gov- 
ernment increase while the resources out of which those de- 
mands have to be satisfied dry up. The usual result was the 
banishment and exile of the owners of property and a distri- 
bution of their possessions among the masses. 

Naturally even this final and extreme course failed to pro- 
duce satisfaction. There was too little to go around, some 
received more than others, and many were not able to retain 
what they had been allotted. Accordingly when this point 
was reached the democracy would usually turn on itself, split 
into factions and abandon productive work for civil war. At 
this stage or before, the disillusionment, disappointment and 
frustrated desires of the common man generally created an 
opportunity for an ambitious adventurer, through a combi- 
nation of new promises and gangster tactics, to seize control 
of the government with popular support and make himself a 
tyrant. Once entrenched in power, he would seek to enrich 
himself and his personal friends and supporters, a new 
wealthy class dependent on the favor of the ruler would come 
into existence, the poor would be oppressed, a new so-called 
“democratic movement” would get under way and in the end 
would succeed in expelling the tyrant. Then the whole sorry, 
futile and meaningless cycle would be repeated. The fair 
island of Sicily, so familiar today in the current news, passed 
through these cycles for hundreds of years, until in the time 
of Plato it was seriously depopulated, grass was growing in 
the streets of the towns and many of the inhabitants were hid- 
ing in the woods and hills. 

The history of the Italian city-democracies of the middle 
ages was not greatly different. Democracies representing the 
poorer citizens alternated with tyrannies, tyrants were ex- 
pelled with bloodshed and civil war, the democratic party 
split into warring factors, and at the end of a century or two 
of confusion the distracted communities were ready to obtain 
peace and order by settling down under the rule of hereditary 
absolute princes. The tragic figure of Dante, wandering in 
exile for most of his life as a result of the expulsion from 
Florence of the faction to which he belonged, stands through 
the ages as a symbol of the wrong kind of democracy—the 
kind to which Madison referred as “the turbulent democ- 
racies of ancient Greece and modern Italy.” 

The experience of the Greek and Italian democracies in 
revealing the consequences of promising too much and under- 





taking too expensive commitments to the common man is not 
outmoded. It has been reproduced and reenforced by very 
recent occurrences in our own time. There can be little doubt 
that in Germany ten years ago it was disillusionment and dis- 
appointment at the failure of social democracy under the 
Weimar government which paved the way for the triumph 
of Hitler. The social democracy of Weimar was conceived as 
established to do for the masses the things demanded by the 
new Gospel of the Common Man. It did not do them, it 
found itself unable to do them, whatever the reasons. No 
government can do them. So the people turned to another 
common man. Adolf Hitler, the private soldier, who told 
them that he sympathized with them and would bring about 
the millennium that they wanted. It is the old Greek story 
over again, with all the inevitability and fatalism of a Greek 
tragedy. 

We have another example, that of France. France, too, 
had a social democracy not so long ago. The laboring classes 
were given large concessions, but they were dissatisfied, they 
wanted more. They remained sullen and menacing, and some 
thought that they threatened revolt. Other elements, equally 
necessary to the life of the community, were paralyzed by 
fear. The community ceased to function effectively, and 
when war came it crumbled at the first blow. The old ex- 
amples from Greece and Italy, the examples known to 
Madison and Jefferson, have not ceased to be applicable— 
they have again taught us their lesson through events oc- 
curring under our own eyes. 

There is a final lesson in these experiences which remains 
to be noted. It relates to the connection between social 
democracy and war. The experience of the common man 
with social democracy is that it is unsatisfying—it leaves him 
disappointed, embittered, rebellious. It puts him in a frame 
of mind where he wants to fight other human beings. Some- 
times the result is civil war—war by the poorer citizens 
against those who have property, afterwards war among dif- 
ferent factions of the democracy. At other times the result 
is foreign war. When a Greek adventurer had taken ad- 
vantage of popular disillusionment with democracy to make 
himself a tyrant, he almost always sought to divert the peo- 
ple’s minds from their troubles by engaging them in a war 
with their neighbors. Hitler has done so in our own day. 
The old cycle seems about to repeat itself with no change of 
plot and with little that is new save the actors and the 
weapons. 


Ill. 


At this point I would like to turn your attention away 
from the grim pictures of failure and tragedy which we have 
been considering to the two great states of the ancient and the 
modern world whose history is associated with the achieve- 
ment and successful practice of free government, Rome and 
England. It is not too much to say that from a political 
standpoint ancient civilization was built around the one, mod- 
ern civilization around the other. Rome, it is true, succumbed 
after almost five centuries of orderly progress to a military 
despotism which in the end exaggerated the disorders it was 
meant to cure, but the greatest Roman contributions to civili- 
zation were made during the era of the Republic. Britain has 
recently been trending in the direction of social democracy 
with none too promising results. Taking, however, the most 
characteristic phases of Roman and English history, it may 
fairly be said that Rome and England afford the outstanding 
examples and, barring of course the United States which has 
inherited so much of its political system from England, al- 
most the only examples, of free governments which have 
achieved permanence and relative stability. They are almost 
the only states in which government over a long period of 
time have been a help rather than a hindrance to the progress 
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of orderly civilized living, a steady, dependable source of pro- 
tection for individual efforts and accomplishments, rather 
than a disturbing factor, interrupting and deflecting and 
defeating those efforts and minimizing their results. In other 
words, they are almost the only two states in which govern- 
ment has been more than a necessary evil. 

This is of course not the place to enter upon an historical 
investigation of the reasons for the success of Rome and Eng- 
land in the art of government. Doubtless they are various 
and, in many instances, different in the two cases. The point 
I wish to make is that there is one striking resemblance and 
similarity between Rome and England which sets them off 
from all the other states of history and parallels their like 
success in the art of government. They are the only two 
states which have ever developed elaborate and complete sys- 
tems of private law. Roman law and the English common 
law are the only two mature bodies of jurisprudence in the 
world. The law of every country claiming to be civilized is 
derived directly from one or the other of the two systems. 
May there not be some connection between this fact and the 
fact that Rome and England are also the only two states 
which have ever been able to achieve permanence for free 
government? Certainly the question is ‘a significant one for 
lawyers, and I would like to develop somewhat further the 
thought which it suggests. 

The point is that at Rome not merely was there no attempt 
to improve the condition of the common man through the 
establishment of social democracy, but the relations of all 
men alike with other men were in the main determined by a 
body of law which did not emanate from the political de- 
cisions of the government. From time to time the legislature 
might alter this law in some particular detail, or might de- 
clare it by statute, but until the period of the Empire it was 
not in the main what we understand by legislative law. It was 
lawyer’s law, built up by slow accretions to meet particular 
situations as they arose and developed by the application of 
logic to accepted fundamental principles. It was a law of rea- 
son shaped and enlarged by the reasoning of professionally 
trained lawyers and not dictated as a consequence of political 
pressures. Thus it grew very slowly, it was at any given time 
relatively stable and certain, and its growth was along con- 
sistent and uniform lines. 

These same characteristics mark the English common law. 
It grew for itself, as Roman law did, and largely by the same 
kinds of processes. It resulted from the reasoning of lawyers 
and judges about the application of principles disclosed by 
earlier cases. From time to time its course was interrupted 
by important statutes, but these were ultimately assimilated 
in the course of their application and construction into the 
general body of the law, which remained essentially a law- 
yer’s law shaped by other than political forces. 

It is at once obvious what an important difference there 
is between a system of social relations regulated by law of this 
character and a system dictated by legislative power for the 
purpose of constantly adjusting and readjusting social and 
property rights. In the latter case it is practically impossible 
for individuals to know where they stand with reference to 
the power of government. The government may take away 
tomorrow what it permits them to keep today, it may restrict 
their activities, decrease their assets, or increase their obliga- 
tions practically without notice. Under the traditional Ro- 
man and English systems, social and economic relations were 
seldom directly acted upon by government at all. Govern- 
ment as a rule acted only in the case of litigated matters and 
then through the application of known and settled principles. 
Thus the individual was to a large degree free to plan his 
own conduct, anticipate the future and form reasonable ex- 
pectations as to the conduct of others. In this way he had a 
kind of security of which he is completely deprived under a 
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system by which the government, in the hope of providing 
security for the underprivileged, is making it increasingly dif- 
ficult for anyone to provide security for himself. 

It is surprising, in view of the comparatively slight direct 
influence which Roman law has exerted on the common law, 
at how many points the general principles and broader rules 
of the two systems coincide. The Roman law recognized and 
developed the same basic legal relations and institutions which 
were subsequently developed by the common law—contracts, 
sales, conveyances, wills, trusts, partnerships, corporations. 
Like the common law, it recognized and insisted on the right 
of the individual to deal with his property—it recognized 
freedom of contract, freedom of alienation and freedom of 
testamentary disposition. All these legal institutions made for 
a system of social relationships at once flexible and secure— 
flexible at the will of human individuals, and secure through 
insistence on personal responsibility. 

Perhaps the two most notable features of the common law 
and the Roman law are features which are identical to both. 
The first of these is that both systems take as their unit the 
human individual. It is the human individual who has rights, 
who is subject to obligations and to whom the law addresses 
itself. It recognizes his dignity and independence as a per- 
son, his capacity to effect legal results, and his responsibility 
to his fellows and to the law. Thus both the common law and 
the Roman law deal with men as personalities and not as 
mere units in a collection, members of some group or class. 
This view of men necessarily prevents them from being re- 
garded as mere tools of the state. This is the second outstand- 
ing feature of both legal systems. Under both, men have 
rights of their own and against each other which they can call 
upon the state to enforce; they are not thought of as merely 
accepting what the state, out of its bounty, chooses at any 
given time to allow them. Similarly, they have obligations to 
each other in which the state has no share and which it must 
enforce if called upon by the individual to do so. 

Such is the framework and structure of human relations as 
envisaged by both the English common law and the civil law 
of the Roman Republic. Doubtless it may be called indi- 
vidualistic in conception and so, in a proper sense of the word, 
it is. It does not prevent the state from refusing to give effect 
to transactions which are fraudulent, immoral or contrary to 
some settled principle of broad public policy. It does prevent 
the state from shifting and moulding and refashioning the 
individual’s position at will to suit its own changing purposes 
and intentions. The law postulates the individual as the basis 
of rights and obligations of his own which it is the duty of 
the state to enforce. 

Of course there was nothing theoretically in either the 
Roman or the English law to prevent government from 
changing the individual’s rights and duties by legislation as 
often or as radically as it pleased. The point is that under 
those systems the government simply did not do so. It legis- 
lated occasionally and often in matters of large importance, 
but almost always by general laws which applied to all indi- 
viduals alike. As a matter of fact, the Romans had a basic 
constitutional prohibition against special legislation. There 
was thus reasonable assurance that the individual would be 
able to rely on his legal position for a period of time and that 
his relations with his fellows would be accountable to rules 
which recognized the interests of both sides and insisted upon 
reciprocity of obligations. 

There can be little doubt that such a legal system as this 
both in the Roman Republic and in England contributed very 
largely to the stability and effectiveness of popular govern- 
ment which they alone, among the nations of history, were 
able to achieve. The reason is that a legal system of this 
character has the effect of removing from the field of political 
controversy and political action most of the economic differ- 
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ences and disputes which cannot be settled by politics without 
opposition, resistance and violence. By the removal of such 
issues from the political arena into the courts, from the realm 
of public law into the realm of private law, they are broken 
up into a series of relatively unimportant controversies be- 
tween private individuals and lose the cumulative power for 
destruction which they have when they take the form of mass 
movements. Furthermore, through submission to the courts 
they are presented for decision to tribunals which can apply 
and are expected to apply principles of reason and disinter- 
ested fairness, rather than to a political body which acts in 
response to the will of the strongest side, and whose judgment 
is accordingly not respected or always acquiesced in by the 
defeated party. 

Whatever may be thought today of the individualistic pre- 
suppositions of the only two systems of private law which 
mankind has been able to develop, there can be no doubt that 
those presuppositions were recognized and fully accepted by 
the framers of our own constitutional system. As a matter of 
of fact, they went further and completed the logical implica- 
tions of those presuppositions by writing private rights into a 
supreme constitutional law which is beyond the reach of the 
legislature. They saw the danger to the legal position of in- 
dividuals which would result if legislatures should become 
more active and attempt to translate political pressures into 
statute law. They wished to protect the individuals who be- 
longed to an economic minority, no less than those who be- 
longed to a religious minority, and they did so by giving those 
individuals in effect a right of appeal from the political body 
to the courts against invasions of the fundamental rights 
recognized by our traditional legal system. They expressly 
contemplated and provided an appeal from the economic 
forces and political pressures of the hour and the moment to 
the long-range judgment embodied in abiding legal institu- 
tions—an appeal from the policy of government to the policy 
of the law. 

With these restraints the advocates of the Gospel of the 
Common Man are today exhibiting a sovereign impatience, 
and are doing their best to pass them into disuse. They still 
deserve respect, however, as an unrepealed part of our con- 
stitutional structure, and those who would rid us of them 
should at least be held to offer convincing reasons. There 
remains therefore the question towards which all that has 
been said has been leading up: Where lies the interest of the 
common man? Does it lie in the programs and promises of 
the new Gospel of the Common Man and in the conception 
of government as humanitarian absolutism? Or does it lie 
in the preservation and maintenance of the philosophy under- 
lying the common law? 

The new Gospel of the Common Man would no doubt be 
able for a short time to better the immediate material position. 
of a large part of the population. It would do so by deliber- 
ately and artifically diverting the flow of income from its 
normal channels. During this interval, however, it would 
certainly be unable to effect more than a small part of the 
program of material improvements which it promises. The 
resulting disappointment would stimulate rather than lessen 
popular discontent. At the same time the efficient operation 
of the processes of production would be dislocated and im- 
paired, and there would be a diminished flow of wealth for 
the common man to share in. His feeling of disappointment 
might therefore be expected to increase still further. Instead 
of accelerating his progress toward an ever-rising standard 
of living, the new program, after its initial distribution of 
bounty, would slowly and surely dry up the sources from 
which further improvement must come. Meanwhile it would 
have entrenched in power a practically absolute government 
—a humanitarian absolutism, but an absolutism none the less. 
If experience is to be trusted, such a government necessarily 








seeks to maintain itself because of faith in its projects and a 
determination to see them through, if for no other reason. It 
may therefore be expected to resort to the usual tactics of 
absolutism which become more and more exigent as the pros- 
pects of success become more desperate. As productive forces 
decline and productive resources become weaker, there is a 
progressive decrease in the material goods available to the 
common man. Under such circumstances it would be for- 
tunate if civil and political disorders did not ensue. Certainly 
this is not a method for accelerating progress toward the mil- 
lennium of more abundant life for the common man. 

On the other hand there is the hard way, the far less at- 
tractive and appealing way, envisaged by the philosophy of 
the common law. That philosophy is one of individual effort 
and personal responsibility. It does not guarantee an im- 
provement in the material conditions of common men gen- 
erally, or of any common man; it guarantees nothing, it 
promises nothing. It seeks to clear the way for effort and it 
stops there. It trusts that if enough effort is exerted by 
enough people in enough directions the result will be an in- 
crease in the good things in which all to some greater or lesser 
degree may share. It finds reason for this trust in the his- 
torical fact that wherever governmental restrictions have been 
removed there has almost always been a substantial increase 
in production. It does not assure to anyone any particular 
reward for his effort. It does not deny that much effort goes 
unrewarded or is poorly rewarded because there is no effec- 
tive demand for the resulting product. It does not deny that 
poor guesses or over-enthusiastic anticipations frequently 
cause financial loss. It does say that out of the myriad inter- 
actions of good guesses and bad guesses, well directed efforts 
and ill-directed efforts there is ground for supposing that over 
the years there will come about a gradual rise in the standard 
of living among an energetic, ingenious and industrious peo- 
ple. It regards this hope as more than justified by the un- 
precedented improvement in the American standard of living 
through the generations which believed this philosophy and 
lived by it. 

Today the issue before the people of this country, and, for 
that matter, of all countries, is primarily one of faith. Do we 
in fact have a sincere and active faith in the results of reason, 
observation and experience? Do we want civilization and 
orderly progress, and do we actually believe in them? Do 
we really desire the welfare of the common man and do we 
honestly wish to protect and advance it? If we do, then we 
occupy a strong position for meeting and dispelling errors and 
fallacies which, if acquiesced in, are certain to reproduce in 
the future the same disasters and cruelties and frustrations 
and waste of human life that they have produced so often in 
the past. 

The greatest danger today is lack of faith, lack of effective 
belief in our own principles, and an attitude of scepticism 
and uncertainty as to what we believe or do not believe. 
Scepticism and tolerance are no doubt at times intellectual 
virtues but they are poor and ineffective weapons with which 
to combat the approach of disaster. They paralyze the arm 
and paralyze the will. It is to such scepticism and tolerance, 
such lack of effective faith and conviction, that an acute ob- 
server attributes the rise and growth of Hitlerism in Ger- 
many. Let me quote his words: 


“The point most characteristic of the relationship be- 
tween an established system and rising new revolutionary 
forces is the old order’s lack of confidence and its over-esti- 
mation of the unknown impact of the revolution. We have 
in consequence a policy of soothing the revolutionary forces 
instead of confronting them sharply and energetically . . . 
It is typical of declining regimes that their decisions are 
wavering and contradictory. Emotional paralysis and be- 
wilderment characterize their attitude. It seems better to 
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do nothing than to risk doing something wrong. All will- 
ingness to assume responsibilty disappears . . . In the estab- 
lished order there are no such things as convictions. It is 
the sign of all abdicating powers that they have lost the 
feeling for their own rights, exchanging them for an 
amused scepticism toward all human values.” 


There is a warning for us in these words. Not all destruc- 
tive revolutions have originated in craft or ambition; the 
well-known story of the great Revolution in France shows 
that more often they originate in the efforts of misguided 
benevolence. If we regard those efforts with an easy tol- 
erance, if we condone the folly of the program for the good- 
ness of the motive, if we lack faith and conviction to resist 
and oppose, then we are making smooth the path for the ulti- 
mate gangster who is certain to be riding somewhere in the 
rear. 

Possibly some may think that these are strong words, as yet 
uncalled for by anything in our present situation. It may 
well be that that is so, but the point of the warning just 
quoted is that usually strong words are not employed until 
too late. To avoid the possibility of being too late it should 
therefore be pardonable to appeal to our convictions and to 
fortify our faith while there is as yet no real and present dan- 
ger; and it should be especially pardonable in a lawyer speak- 
ing to other lawyers. 

In this country the position of the lawyer is one of special 
responsibility. There is practically no other group but the bar 
which has either the duty or the opportunity to take a long 
view of events as seen from the standpoint of practical affairs. 
This often makes it difficult for us to gain a hearing from 
those who have the power to shape the course of things to 
come. They do not understand our anxieties because they are 
not accustomed to take the longer view which discerns signs 
of approaching danger. As a result lawyers are quite likely to 


become disheartened and to lapse into the amused scepticism 
and cynical tolerance which have borne such fruit in Ger- 
many. 

There is one important segment of our profession, however, 
which is in a stronger position for effectiveness. I refer to the 
great and ever-to-be-honored body of our country bar. The 
country lawyers individually and collectively are far more 
influential in affecting the mind and action of the nation than 
any councillor from Wall Street or from Philadelphia, or 
even from Richmond or Norfolk. Living among their neigh- 
bors, respected for their wisdom and foresight in the small 
details of daily life, moving constantly among all kinds and 
conditions of men, they have an opportunity which few others 
have to influence the thinking of the Common Man, and 
above all of our great farmer class. The farmer is the citizen 
who can best be made to understand all that he has to lose 
and how little he has to gain from a new birth of governmen- 
tal absolutism. The farmer is the very type and symbol of the 
Common Man, artisan, producer, merchant, businessman in 
one. He is also the symbol of America, of what has made it 
and what it stands for, and it is the opportunity and the re- 
sponsibility of our brethren of the country bar to make him 
see that events are moving toward a point where America is 
at stake. 


But the responsibilty is also on the rest of us, lawyers all. 
Law also is at stake, and a social order in which the relations 
between man and man are regulated by law rather than dic- 
tated by government. Since faith is what is needed, faith in 
our principles and convictions, each and all of us can in his 
own way do something, and perhaps do much, to keep that 
faith alive and burning in ourselves and in others. Revolu- 
tions come through missionaries. They are often successful 
because there is a lack of missionaries on the side of law and 
reason. We need a missionary spirit at the bar. 


Inequity of Real Estate Tax 


FEDERAL LANDLORDISM RAISING LOCAL TAXES 


By MYERS Y. COOPER, Former Governor of Ohio 


Delivered at the Annual Meeting of the National Council of Real Estate Taxpayers, 
Cleveland, Ohio, November 16, 1943 


Council of Real Estate Taxpayers and Chairman of 

the Taxation Committee of the National Association 
of Real Estate Boards some views and relate some expe- 
riences pertaining to the involved question of real estate 
taxation. 

I wish particularly to discuss the expanding ownership of 
property by the Federal Government and the serious problem 
which such expanding ownership imposes on privately owned 
property, and the resulting contraction of the revenues of 
the State and their local subdivisions. 

In order that the situation may be the better understood, 
it is well to bear in mind that even without the growing 
menace of Federal Landlordism, the cost of local govern- 
ment has been such that the private owners of real estate, 
that is to say, the owners of farms, homes and investment 
properties, have been having a difficult time to meet tax 
obligations. —The demand for relief is nationwide. 

The fact is that the cost of local government has been 
increasing and in order to meet this increase the property 
owner has been inflicted with the twin millstones of high 
tax values and high rates. The yardstick for taxation of 
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privately owned property has frequently been the public 
need rather than the ability of the property owner to pay. 
Such a yardstick has all too often disregarded a fair, just 
and equitable tax in the emphasis placed on securing maxi- 
mum revenues from real estate. 

As a result of new demands to meet expanding govern- 
mental functions there has been developed an around-the- 
clock taxation system that has become a serious menace in 
virtually every one of the 165,000 taxing districts in the 
United States. Taxing bodies have been studiously giving 
their attention to new methods of raising more revenues 
rather than to maintaining the constitutional right of the 
taxpayer to own property and to be protected in that owner- 
ship against confiscatory taxation. 

This situation has now resulted in half of the property 
in many counties of the various States of the Union being 
on the tax delinquent list and subject to sale under the 
Sheriff’s hammer. Properties are being sold in various cities 
at 50 per cent of the tax valuations, while 300,000 farmers 
lost their farms from 1938 to 1940 as a result of tax de- 
linquency. In many cases the delinquent taxes exceeded 
the default on mortgage obligations. 
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While it is true that much of our trouble in the past has 
been due to an archaic taxation system which has prevailed 
since the founding of this Republic, when land was the prin- 
cipal source of taxable value, there is hope for the correc- 
tion of this situation in broadening the tax base by the in- 
clusion of other forms of taxable wealth. These other 
sources of revenue must eventually bear a larger share of 
the contributions necessary to maintain the orderly functions 
of local government. A fair estimate of the contribution now 
made by real property is from 75 to 85 per cent depending 
on the particular political subdivision in question. The fair 
proportion should not exceed 35 to 40 per cent on a basis 
of comparative values. 

I make this point for the. reason that the owners of real 
estate have nothing more to offer in the way of adding con- 
tributions either directly or indirectly to Government sup- 
port and the situation has become so acute that the demand 
is general that relief be given rather than new burdens im- 
posed. This general statement is made in order that your 
attention be poignantly called to a grave new menace which 
now confronts private property ownership and local govern- 
ment. This has to do with the growing disposition of the 
Federal Government to enter into virtually every field of 
private enterprise in the acquisition of land, in the building 
of homes, in the ownership of service buildings of practically 
every character and description, and then to escape wholly 
or in large part the payment of state and local taxes, or, to 
say the least be placed on a highly preferential basis as to 
its contribution to local tax revenues. 

The expansion of Federal ownership of property becomes 
a great menace and a serious threat as we consider the vast 
areas of unimproved land and the tremendous investments 
in improved property made by the Federal Government with- 
out the assumption of responsibility which ordinarily per- 
tains to the ownership of such property. 

No one denies that the war has called for the acquiring 
of tremendous areas of real estate, for the taking over of 
building after building, and for the erection of many build- 
ings essential to meet the housing facilities for numerous 
Federal departments and agencies to carry the war work 
forward. We are given a glimpse in a report dated Novem- 
ber 18, 1942, on the Authority of the Office of War Infor- 
mation, which sets forth that since that fateful day of De- 
cember 7, 1941 when our nation was plunged into a vortex 
of war by the cruel attack at Pearl Harbor, the Army and 
Navy as of that date nearly a year ago, has either bought 
or were in the process of acquiring private property with 
an area equal to the States of Massachusetts, Connecticut, 
Rhode Island, Delaware, the District of Columbia and four- 
fifths of New Jersey combined. 

It was never intended that the Federal Government should 
enter into a competitive tax system with local government 
directly or indirectly by collecting the revenues from income 
producing property and then failing to pay its fair share of 
the cost of local government. Such a system is a back door 
method by which the Federal Government comes into local 
territory and indirectly retains the taxes due local authori- 
ties. That is to say, when the Federal Government becomes 
owner of vast housing or industrial projects and removes 
these properties from the tax duplicate ‘while collecting the 
revenues on such income-bearing properties without making 
adequate tax returns, it amounts to the Federal Government 
making a direct tax levy on local real estate in competition 
with local taxing authorities. 

In the report made by the Federal Real Estate Board on 
“Federal Contributions to State and Local Governmental 
Units With Respect To Federally Owned Real Estate,” a 
Board appointed by the President to investigate this problem, 
it is stated under the title, “Federal Real Estate Used For 


National Defense,” that “properties devoted to the National 
Defense may be divided into two subgroups; first, those estab- 
lishments which have been operated for a considerable time 
and, second, more recent acquisitions by the War and Navy 
Departments and other agencies in connection with the 
prosecution of the Second World War.” 

“The first subgroup includes arsenals, remount depots, 
laboratories, forts, camps, rifle ranges, proving grounds, land- 
ing fields, warehouses, munition dumps, and radio stations 
long maintained by the Army and Navy for defense pur- 
poses. Like many of the properties in both preceding cate- 
gories, national defense establishments also result in sizeable 
concentrations of Federal personnel and developmental work. 
Some of the considerations advanced above, therefore, apply 
to this category with equal force. Furthermore, it is sig- 
nificant that, over a period of many years, there has been 
no noteworthy expression of dissatisfaction regarding the 
tax-exempt status of these established defense properties. 
Hence, it seems reasonable to conclude, in the case of de- 
fense establishments which have been in existence for a con- 
siderable time, that the benefits accruing to the communities 
clearly offset any loss in taxes occasioned by Federal owner- 
ship. The local communities have been in existence for years 
without tax support from these establishments.” 

I suppose another way to put it would be that, since 
the property owner has gotten used to the non-payment of 
taxes on the old established defense properties without mak- 
ing too serious a complaint, he must be hardened sufficiently 
to carry a new load many times as heavy as the old one. 
This is not good economic logic. Such argument is equiv- 
alent to saying that because a man did carry a 100 pound 
pack on his back without complaint, he should be expected 
joyously to carry a double pack of 200 pounds. The pres- 
ent predicament of the private property owner constitutes 
a more serious threat than anything we have heretofore 
experienced. 

It is estimated by the National Council of Real Estate 
Taxpayers that thirty-five per cent of the total area of the 
United States is now owned by local, state and Federal 
governments, thereby placing an undue burden of taxation 
on the remaining sixty-five per cent of privately owned real 
estate. 

As far back as 1937 on June 30 a Federal Study (house 
document 111, 76 Congress, first session, entitled: “Federal 
ownership of real estate and its bearing on State and local 
taxation,” estimated that one-fifth of all the real estate in 
the United States was owned by the Federal Government. 
Of course we al] know what has happened since 1937. 

In the State of Oregon alone, according to the Natural 
Resources Planning Board, the Federal Government now 
owns thirteen million acres of land. The State of Arkansas 
is losing about five million dollars annual revenue out of 
a total revenue of thirty-two million because of Federal 
appropriation. In Nevada it is astonishing to note, accord- 
ing to the House Document 111 (supra), that eighty-two 
per cent of the entire area of the state is owned by the 
Federal Government. In the country as a whole the Gov- 
ernment now owns real estate which is producing approx- 
imately twenty-million dollars in rental revenue annually 
which is exempt from state and local taxation. This, I wish 
again to point out, amounts to indirect taxation of real 
estate by the Federal Government. 

The Federal Real Estate Board, which is constituted of 
Administrative heads of Federal Departments, makes this 
argument in its report: 

“In practically all cases, the sites for the establishment of 
these war projects have been suddenly and unexpectedly re- 
moved from the existing structure of the local communities 
and their removal results in a direct loss of tax revenue. 
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In some instances, the loss is relatively small and can be 
absorbed by the taxing unit without hardship. In other 
cases there are direct benefits to the community through 
the concentration of employees and increased pay rolls, the 
construction of additional housing facilities either by Fed- 
eral agencies or private interest, or otherwise, which offset 
the losses of tax revenue.” 

Continuing, the report says: “The arguments which jus- 
tify continuing the policy of making no Federal contribu- 
tions in the case of defense establishments of long standing 
are equally persuasive against a policy of permanent contri- 
butions in connection with recent acquisitions. No doubt 
some of the newer properties will be retained by the Gov- 
ernment after the war. Ten or twenty years from now there 
will be little valid distinction, for purpose of a policy of 
contributions to local government, between a military facility 
acquired during the present war emergency and one acquired 
earlier. Over a period of years, local governments can be 
expected to adjust to Federal ownership of those recent acqui- 
sitions which are retained. Temporarily, however, there is 
a valid distinction and a case for special treatment.” 

The proposal that there should be some arrangement to 
tide local governments over the transitional period, enabling 
them to continue their necessary services without disruption 
and to meet their financial obligation without excessive bur- 
dens upon their remaining taxpayers, does not in my judg- 
ment meet this situation as it should be met. The crux of 
the finding is in the statement, “probably all contributions 
should be tapered off over a period of years in any event, 
unless good reasons appear in the post-war period for de- 
parting from the historic policy of making no contributions 
on account of real estate used for the national defense.” 

In recent years the Government has been engaged in a 
long train of subsidies for everybody and everything, with 
an abandon that has been highly disturbing to the economic 
life of the nation, but this proposal constitutes a complete 
reversal of the order and calls for subsidies for the Govern- 
ment to be paid by private owners of property who must 
pay for all local services for Federally owned real estate. 

Another specious argument found in the report of the 
Federal Real Estate Board is that “it is generally established 
that the community as a whole benefits greatly from the 
concentration of employees and increased pay rolls resulting 
from a War Department project.” . . . “Increased em- 
ployment and increased payrolls result in increased returns 
to the State from income and sales taxes.” 

One need only comment on this argument by saying that 
the same results naturally flow from any great industrial 
or mercantile enterprise moving into a community, yet such 
private enterprises are not exempted from normal taxation 
of their real estate. 

Those familiar with the history of Government-owned 
properties find but little comfort in so-called indirect or off- 
setting benefits which would equal or exceed the loss of tax 
revenues from Federally owned properties. Such indirect 
benefits put the funds necessary to maintain school districts, 
police and fire protection, pure water and sanitation, hos- 
pitalization and relief, and other municipal requirements, 
beyond the tax gatherer’s ability to assemble the tax funds 
with which to meet essential requirements of local govern- 
ment. 

It makes a good picture to say that the concentration of 
employees and increased pay rolls are of such benefit to 
the community that public property should be given an out 
because of that fact, but such a picture is deceiving and 
such benefits do not pay the tax bill. 

Throughout the report of the Federal Real Estate Board 
runs another false assumption to the effect that local prop- 
erty taxes are paid by all citizens. For instance, it is im- 








plied that the subsidy of Housing Authority projects is paid 
by the entire community. This is fallacious. In the City 
of Chicago less than 30 per cent of the citizens own real 
property and pay estate taxes. The national average is 47 
per cent. Hence, direct or indirect subsidy through property 
tax exemption is borne by less than half of the citizens. 

There are eight classifications of real estate which seem 
to have a very direct bearing on the question of Federal 
ownership of property and which I should like to bring 
poignantly to your attention—as a basis for arriving at a 
proper solution of the matter. : 

In the first place, I want to point out that there is a 
clear demarcation which ought to be observed between prop- 
erties clearly used for the administration of the Federal 
Government in pursuance of certain definite responsibilities 
which it must assume in the public interest, as contrasted 
with properties which it holds in a proprietary or competi- 
tive relationship with private enterprise, where the income- 
producing incentive is clearly in evidence and in many cases 
surpasses the social motive which we hear so much about. 

The Government appropriated hundreds of millions of 
dollars for slum clearance projects even before we entered 
into the war, and to provide housing in suburban areas, 
where private enterprise can and does do a better job for 
less, and in addition pays taxes on all of such improvements. 

Professional housing planners are setting up organizations 
in virtually every big city in the land, not to increase the 
ownership of homes, but to create a new class of tenants 
dependent upon governmental subsidy. 

Through the expenditure of the taxpayers’ money such 
grandiose housing schemes as our social reformers are de- 
veloping would turn over to the State virtually all of the 
planning and building required for the next twenty-five 
years, and if permitted to run riot would eventually mean 
State Socialization of all property. Such Federal Landlord- 
ism must inevitably inflict private home ownership with 
creeping paralysis if permitted to continue. 

It is my contention that private enterprise can do this 
job better and for less, meeting the housing requirements 
fully and completely by proper encouragement on the part 
of the Government instead of its competition. Housing can 
be done on a big scale by bringing together in a unified 
effort the industries of America, the skilled labor of Amer- 
ica, private capital of America, and thus vest the owner- 
ship of property where it belongs, in the hands of private 
enterprise. But this can only be accomplished through gov- 
ernment cooperation freed from government competition. 

The clear demarcation between property owned by the 
Federal Government for administrative purposes and the 
property owned for proprietary purposes, is discernible in 
the eight classifications of Federally owned real estate to 
which I have referred. These are: 

1. Real estate used for the general administration of 
government, such as Court Houses, Custom Houses, etc. 
This real estate may be regarded as necessary for govern- 
mental administration and non-taxable. 

2. Real estate used for wards of the government, such 
as hospitals, cemeteries, quarantines, Indian reservations, 
etc. This, too, may be regarded as non-taxable. 

3. Real estate used for national defense by departments 
of the military service. In this classification there must be 
some line of demarcation between a temporary war necessity 
and a continuing Federal ownership of property when the 
war is ended. I agree with the report of the Federal Real 
Estate Board as to the necessity of temporary war projects 
being required to pay their proper share to maintain orderly 
local government. 


4. Real Estate used for development and protection of 
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commerce. Tax contributions are already being made in 
limited situations in this classification and these should be 
a part of permanent governmental policy. 

5. Real estate used for land conservation projects. 

In the case of most of these lands acquired for conser- 
vation purposes, the value of the land is very low and placing 
such properties on a normal tax basis would not deter the 
Federal Government from their development and would at 
least afford some definite and certain revenue to the com- 
munities affected. In fact, many of our public lands are 
more than self-supporting. 

6. Real Estate used for welfare projects, including rural 
resettlement projects, and housing projects. 

We have dealt with growing menace of Federal Land- 
lordism all through this statement. If the Federal Gov- 
ernment sees fit to compete with private enterprise it should 
be willing to accept the same burdens as private enterprise 
under the rules of fair competition. For Congress to do 
otherwise is in effect to subsidize those who benefit by Fed- 
eral ownership of real estate and penalize privately owned 
real estate by higher rates of taxation made necessary to 
foster and support its own competition. 

The Federal Government undertakes to make token pay- 
ments in certain situations, but it is always the judge and 
jury as to what it should give, and it expects the local tax 
authority to receive with profound gratitude such gratuity. 
Only in projects exclusively for the benefit of slum dwellers 
and persons on relief is such a policy of token payments 
by the Federal government justified. The need for and 
location of such slum projects should be determined in con- 
ference with the local authorities and of the particular com- 
munities in which such projects are contemplated. 

When the Federal Government takes over property it 
removes sound values from the tax duplicate. It takes some- 
thing worth while away when it refuses to pay taxes on 
the basis of value received. It should not be permitted to 
take the position of helping out with inadequate tokens or 
escaping altogether the burden of local government. It should 
be exactly in the position of every other taxpayer—that is, 
it should be required to share equitably local government 
costs on a fair valuation basis otherwise grave injustice may 
be imposed on local government. 

Some cities will not suffer from such Federal tax con- 
versions. Others regarded as favorably for Federal acqui- 
sitions will find much valuable property taken over, and the 
point at issue then becomes clear; shall one city suffer loss 
of revenue through Federal appropriation of land, while 
another city is passed up and suffers no loss? 


The general policy, as I understand it, on the part of 
responsible Federal agencies, is that there should be pay- 
ments to states and cities for loss of tax revenues where 
the Federal Government has stepped in and taken over real 
estate holdings. But one only needs to read the report of 
the Federal Real Estate Board to understand that a definite 
formula must be provided in the first instance and, second, 
steps should be taken to halt the ever-increasing ownership 
of land, buildings and other property, not directly identified 
with the war effort. 

Congress has already authorized funds in excess of two 
billion dollars for war housing projects ranging from family 
dwelling units to dormitory apartments, trailers, dormitory 
houses. As of September 1942, some 1300 separate housing 
projects were planned, and of course the number is very much 
greater now. 

Now we come to a seventh classification: 

7. Real estate used by the Federal Government in con- 
nection with conservation and control of water resources. 

Income-producing real estate owned by Federal Govern- 
ment for public power projects in competition to private en- 
terprise should pay taxes on a fair valuation at the same 
rates as similarly situated private utility enterprises. In 
this connection I commend the Government’s guarantee of 
a tax return on projects such as T. V. A. which insures 
the States and local Subdivisions involved of a minimum 
return equal to the 2-year average return from private power 
properties acquired by T. V. A. 

8. The final classification consists of surplus property no 
longer needed by the Government. 

As to surplus Federal real estate, no one can rightfully 
claim it serves any public purpose. There is no more reason 
to forgive taxes on such property than there would be to 
forgive taxes on similarly situated non-productive property 
owned by private individuals. 

It is a matter of great satisfaction that Congress has 
recognized the encroachment of the Federal Government on 
the domain of local taxing authorities and that legislation has 
been introduced to meet this menace. The huge growth in 
the ownership of real estate by the Federal Government in 
the various States of the Union circumscribes the taxable 
areas to the danger point of the confiscation of private prop- 
erty in many States. Under our form of government there 
should be encouragement for every man to have a stake in 
a piece of land he can call his own. It is the real basis of 
liberty and good citizenship. Therefore it is the duty of the 
Government to encourage and foster home ownership as the 
greatest assurance of the perpetuation of our Republic. 
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if anything with regard to our Latin American 

neighbors. —They were considered as backward na- 
tions, of no great political or economic importance, and 
prone to revolutions and economic disorders which we 
thought, at that time, required the policing of Uncle Sam 
to keep the peace and thus protect the tenets of our Monroe 
Doctrine. 


“Tica years ago the average American knew little 





Our trade, at that time, was practically all East and 
West, and our entire exports to the twenty Latin American 
countries in 1913 amounted to only $350,000,000, prin- 
cipally to Mexico, Cuba and Brazil. 

Then came World War I, when Latin America really 
discovered us, due to the closing of the European markets, 
and our sales to those countries began to increase. Five 
years later, 1918, our exports to these countries amounted 














John B. Glenn 


251 





to $697,000,000, almost double the record of 1913. In 
1941 our sales to Latin America had passed the $1,000,- 
000,000 mark, due largely to World War II, but I see 
no reason why we cannot keep them around this figure 
and further increase our sales to these countries, provided 
we take the proper steps to this end. 

All of you gentlemen here today are credit men accus- 
tomed to analyze thoroughly each proposition placed before 
you, weighing carefully the three C’s of credit, and, in 
addition, where a foreign country is involved, the political 
and economic conditions of each country, its debt record, 
trade restrictions, facilities for obtaining dollar exchange, 
and whether or not it is a one or two product country pro- 
ducing raw materials which, at that particular time, may 
have an active or slow market. 

In accepting your very kind invitation to speak to you 
today, I shall present to you my opinion on the new sig- 
nificance of Latin American credits. 


What is Latin America: 


Latin America, which extends throughout the West In- 
dies, and all the way from our Southern border to Cape 
Horn, a distance of about 6,500 miles, is composed of 20 
countries with 130,000,000 inhabitants and, in size, is two 
and one half times larger than the United States. Of these 
countries, 18 speak the Spanish language, while Portuguese 
is spoken in Brazil, and French in Haiti. In population, 
$2,000,000 speak Spanish, 45,000,000 Portuguese, and 3,- 
000,000 French. 

All of these countries were colonized by Europeans, 
mainly Spanish and Portuguese, so that the culture and 
architecture is predominantly of these two nations, and the 
religion is Catholic. 

One must not make the mistake, however, to consider 
all of these countries alike, for although they all have sim- 
ilarities, none of them are the same, and each should be 
classified strictly on its own merits. 

The Argentine, Uruguay, and Southern Brazil, are of 
strictly European extraction and have a larger percentage 
of whites than our own United States. Other countries 
such as Bolivia, Ecuador, El Salvador, Guatemala, Hon- 
duras, Nicaragua, and Paraguay, are predominantly Indian; 
Haiti, Santo Domingo and Cuba have a large Negro- 
American population, Brazil, Costa Rica and Panama are 
a mixture of many races, and in Chile, Colombia, Mexico, 
Peru and Venezuela, the population is divided on a basis 
of approximately 30 per cent Indians, 60 per cent “Mes- 
tizos” and 10 per cent Whites. 

In education, the upper classes are highly advanced, hot 
only in their own schools and universities, but also in the 
highest institutes of learning in Europe and sometimes in 
this country. The education of the masses is now progress- 
ing most satisfactorily and every Latin American hopes that 
with the new era after the war, illiteracy will be at a 
minimum. 

Many of us, who pride ourselvs on our universities and 
our great centers of learning, should remember that the 
Universities of Mexico City and Lima, Peru, ante-date our 
first University at Harvard by nearly one hundred years. 

In nearly all of these countries there is a very small mid- 
dle class and an immense disparity between the upper class 
and the masses, and, consequently, a struggle for a decent 
daily wage, better living conditions, and land, which was 
the cause of the revolution in Mexico, and in some of the 
other Latin American countries. 

I feel sure I would not be far from right if I said that 
today a cross section of all the southern countries would 


show purchasing power for what we consider the ordinary 
necessities of life of only 35 per cent of the entire popu- 
lation. 


Governments: 


All of the 20 Latin American countries are republics, 
somewhat similar to our own. All fought for their inde- 
pendence from European powers, and all are zealous to 
maintain their national status and liberty of independent 
action. Collectively, they are all out for the solidarity of 
this Hemisphere, and, with a single exception, regard us 
as allies and friends, but they are all anxious to see this 
friendship confirmed in our future attitude towards them 
after the war, when the threat of invasion by the Axis pow- 
ers is no longer to be feared. 

Sometimes we have had in some of the Latin American 
countries what we are pleased to term benevolent dictators, 
due, perhaps, to the temporary need of a strong central Gov- 
ernment for the best interests of the nation as a whole. 

Of all the countries to the South, | would consider Mex- 
ico, Chile, Colombia, Costa Rica and Uruguay as the most 
democratic. 


Products: 


With a diversity of climate from the tropics to perpetual 
snow, Latin America produces every type of vegetation from 
coffee, cocoa, rubber and tropical fruits, to corn, beans and 
wheat in the temperate zones. Brazil, as we know, exports 
57 per cent of the world’s coffee, Cuba 50 per cent of the 
world’s sugar, and the Argentine is the largest exporter of 
meats, corn and wheat in the entire world. 

In addition, nearly all of these countries are rich in oil, 
minerals and precious stones. Mexico is the largest pro- 
ducer of silver, Chile of copper, Bolivia of tin, and Brazil 
of manganese, while Venezuela, Mexico and Colombia are 
the largest producers of oil. 

In every Latin American country, with the exception of 
Mexico and Ecuador, a maximum of three products usually 
represents more than 60 per cent of total exports and, in 
the case of twelve countries, a single product represents 
more than 50 per cent. 


Trade: 


Going back to 1913 we find that Great Britain exported 
to Latin America 24.4 per cent of her purchases, Germany 
16.6 per cent, and France 8.3 per cent, and while our sales, 
amounting to 25 per cent, were the largest of any indi- 
vidual country, these three European nations were control- 
ling 49.3 per cent of total sales, which was almost double our 
proportion. By 1938 Great Britain’s Latin American ex- 
ports had dropped to 12.2 per cent, Germany had increased 
to 17.1 per cent, and France had dropped to 3.5 per cent, 
while our sales had gone up to 35.8 per cent, or 3 per cent 
greater than Great Britain, France and Germany combined. 
In dollars, in 1938, our sales amounted to $534,300,000, 
and our purchases $579,700,000. During 1940 we sold 
$790,000,000 and purchased $610,000,000. In 1942 we 
purchased more than we sold and today our imports from 
the various Latin American countries amount to over $1,- 


000,000,000 a year. 


Future Trade Prospects: 


Latin America offers today the most promising field for 
immediate development in the entire world. 

What we must keep in mind above everything else is that 
we must find ways and means to buy from the Latin 
American countries, if we want them to purchase from us. 
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To encourage reciprocal Latin American trade, and to 
protect ourselves against any future shortage of strategic 
materials, we should do everything in our power not only 
to continue our present purchases of all types of materials, 
but to assist in the cultivation of those tropical products 
which are mostly needed by us. In the past, we have com- 
mitted the error of purchasing 94 pér cent of our essential 
tropical crops from the Far East, and bringing them a dis- 
tance of 12,000 to 18,000 miles, although many of these 
products originally came from the Americas and all can be 
produced on this Hemisphere, many within 500 to 1,000 
miles of our Southern border. 

Many of our important companies are so thoroughly con- 
vinced of the opportunity which presents itself that active 
planting of these tropical crops is now being made in Mex- 
ico, Central America, Haiti, Brazil, Ecuador and Peru, with 
the expectancy of large future sales to the United States 
and, in any event, to fill the local needs of commerce and 


‘ industry of each producing country and its inter-American 


trade. Some of the products now being grown to advantage 
are rubber, abaca, hemp, roselle, an important jute substi- 
tute, rotenone, an insecticide of which we consume annually 
six and one half million pounds, cinchona from which we 
obtain quinine, camphor, and tea. 

By buying from Latin America and making shipments 
of goods, as required by the conditions and trade of each 
country, we can easily keep our exports in excess of $1,- 
000,000,000 a year. 

Our natural zone of influence extends to the Northern 
part of South America, including Colombia, Venezuela, and 
the West Coast, for Brazil, Uruguay and the Argentine are 
closer to Europe than to us. Brazil, however, ties in very 
closely due to our need of her products, but Uruguay and 
the Argentine will naturally sell to Europe as their agri- 
cultural products are competitive to our own. 

The Latin American countries prefer American goods on 
the basis of quality, but have been tempted to purchase from 
Europe on account of more receptive cooperation and under- 
standing, and longer credit facilities. How well we hold 
our Latin American business against post-war competition 
will depend largely upon the facilities of credit we are will- 
ing to grant and whether we are also willing to meet keen 
competition in shipping, packing, and complying with the 
customs and needs of each country instead of a take-it-or- 
leave-it attitude, which, at times, has been much resented 
by our Latin American friends. 

In any event, our relations in trade will be greatly facili- 
tated in the future through better and faster transportation, 
communications and improved banking facilities. In the 
final analysis we will find that sales markets are built and 
maintained principally by the worth of the product, the 
Sales Agent, and the amount of advertising dollars one 
spends. 


Industrialization: 


What we will now find in Latin America is a strong 
trend towards industrialization. All of the larger countries 
are anxious to establish their own industries and look for- 
ward not only to supplying their own needs, but to selling 
their manufactured products in inter-American trade as 
well. Mexico and Brazil present a golden opportunity with 
an abundance of raw products and cheap labor and little, 
if any, competition, for, until now, our Southern neighbors 
have specialized chiefly on the products of agriculture, min- 
ing and oil. 

New factories and mills are constantly being built, and 
within the last few months, a number of our idle plants 


have been shipped and transplanted to Latin America, where 
the wheels of industry will turn for new fields and higher 
profits, — 

American capital is needed and welcome in all of the 
Americas and will pay splendid dividends, provided it is 
invested in conjunction with local capital and not as a 
wholly foreign owned enterprise. Today many of the prin- 
cipal industries of these countries pay dividends of 10 to 
15 per cent, and, quite often, even more. 

In making these investments, we render a service to our 
own country as well, for, with the rise of manufactuirng 
industries in Latin America, through our investments, the 
closer our friendship becomes, and the higher their per capita 
wealth, the greater their purchasing power and, conse- 
quently, the greater facility for purchasing American goods. 

Trade records show that our export sales thrive best in 
an expanding industrial market and that the most highly 
industrialized countries have always been the best markets 
for our manufactured goods. 


Credit Standing and Dollar Exchange: 


Those of us who have been doing business with Latin 
America for many years past, are fully convinced of the 
honesty and integrity of the well established firms. We 
know that they are proud of their position and reputation, 
which once lost, below the border, can never be regained. 
We know too that they are capable businessmen, thoroughly 
familiar with the customs, psychology and business trends of 
their respective countries. That our Latin American trade 
has been profitable to us has been substantiated by the For- 
eign Credit Interchange Bureau which rates commercial 
credit in all of the Latin American markets as “Good” and 
classifies all as “prompt” as regards collections. Dun & 
Bradstreet’s Survey of Latin American transactions shows 
that during the past ten years, credit losses amounted to 
only 2/5 of 1 per cent, which compares most favorably to 
our own. 

Another thing we must consider in our credit analysis 
is that all of these countries, through increased exports and 
reduced imports, due to the war, are building up large bal- 
ances to their credit in the United States, which, at present, 
amount to over $1,000,000,000 and which will steadily in- 
crease for the duration. 

Such balances will place these countries in a better finan- 
cial position than at any time in their previous history. 
Commitments on public and commercial debts are being 
greatly reduced and each of the Latin American nations 
should emerge from this war in a much stronger economic 
position. Most Latin American countries already have am- 
ple gold and foreign exchange with which to stabilize their 
currencies, which should be further augmented by a healthy 
tourist trade after the war is over, and transportation re- 
newed. 

Whether a World Bank is established or not, I feel that 
Latin American exchange will be tied closely to the dollar 
and that New York will become the financial clearing house 
of all of the Americas, with the possible exception of the 
Argentine and Uruguay, which will undoubtedly operate 
closely with London, as their products will find a readier 
market in Europe. 


Governmental Aid: 


During recent years our Government has done every- 
thing possible to increase American trade with the Latin 
American countries. This has been done by means of re- 
ciprocal trade agreements, lend lease by our Federal Gov- 
ernment, and sundry measures under our Good Neighbor 
Policy carried out by the Office of the Coordinator of In- 
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ter-American Affairs. We have done much to aid our 
Southern neighbors and to secure their friendship. Gov- 
ernment financing through the Export-Import Bank has 
also been helpful in the development of these countries and 
establishing good will towards us. This has been chiefly of 
a self-liquidating character and profitable to the Export- 
Import Bank, for local governments have participated in 
sharing the burden of these loans. On June 30, 1943, the 
outstanding Latin-American loans of the Export-Import 
Bank amounted to $405,300,000. Actual drawings of the 
American Republics against their available credit facilities 
with the Bank had aggregated $173,400,000 between 1934 
and 1943 but repayments to June 30 reduced the net in- 
debtedness to one half that sum; leaving $317,800,000 at 
their disposal due undoubtedly to their improved dollar 
exchange position and wartime difficulties for deliveries of 
materials. 


Post War Planning: 


Nothing is more difficult than post war planning. All 
of us have ideas, but none of us knows definitely just what 
the situation will be and how we should meet it. What 
we all know is that first we must obtain the unconditional 
surrender of the Axis Powers to be followed by the military 
policing of the enemy countries and immediately afterwards 
relief, rehabilitation and economic stability. This applies 
principally to Europe and the Far East. Latin American 
post-war planning is much easier; in fact, it presents primar- 
ily the problem of materials. All of these countries will 
be most desirous to buy the goods they need and, at least, 
for the first phase of the post-war period they can only be 
obtained from us. We, for our part, will have a larger 
amount of goods to sell after the war, for with our indus- 
tries intact, we should have the greatest abundance of mer- 
chandise ever known in our history and we must keep this 
huge new production, in full operation, for our own best 
interests. With replacements in our own country and the 
demands from our Allies in former Axis occupied countries, 


we may be severely taxed to furnish all the goods which 
Latin America may need. We must endeavor to keep this 
business for the future and we should grant to them our 
best credit terms commensurate with sound business judg- 
ment. 

Today many of our exporters are demanding cash on pres- 
entation of a certificate of manufacture or payment against 
shipping documents. Tomorrow, under the stress of com- 
petition, we must be prepared to accept letters of credit at 
90 days or longer, drawings directly against clients at 30, 
60, or 90 days sight up to six months or more, and even 
on open account. 

The Export and Import Bank has been of much help 
to the American exporter with regard to long term credits, 
purchasing outright a percentage of foreign bills without 
recourse. In addition, it has been of great assistance in 
making large dollar exchange loans to foreign central banks, 
as well as special export letters of credit. 

All of us realize, I am sure, how important it is to our 
exporters for the foreign importer to be able to obtain U. S. 
dollars with which to cover his purchases from our country. 
In many instances, in the past, where payments at times 
may have been slow, it has been due almost entirely to the 
difficulty of obtaining readily U. S. dollar exchange. 

In our post-war planning, let us remember that this 
Hemisphere is the richest section in all the world and has 
vast future possibilities; that never in our history have our 
relations with Latin America been more cordial than at 
present, never have we been working more wholeheartedly 
together and that we should do our utmost to keep these 
satisfactory relations which are so conducive towards peace, 
understanding and mutual prosperity. 

We should always keep before us that nothing is more 
conducive to international friendship than satisfactory trade 
relations; that all the countries of this Hemisphere have a 
common destiny; and that our strength lies in our ability 
to cooperate and work together and in the sacrifices we are 
willing to make for our mutual welfare. 


Forecasting the Management Problems 
of 1944 


FRICTIONS MUST BE DISSOLVED, BASIC ISSUES EXAMINED 


By LEO M. CHERNE, Executive Secretary, Research Institute of America 


Delivered before the Society for the Advancement of Management, National Conference, New York City, 
December 4, 1943 


performed the almost incredible task of converting 
our nation from a militarily inferior power to the 
strongest and best armed force in the theatres of war. 
Management and labor have fully justified the expectations 
and exacting demands of our military leadership. Only an 
Olympian observer or a future historian can fully appreciate 
the accomplishments in converting from a civilian economy 
to a total war economy in the short span of two years. 
Occasional strikes, frictions, and managerial incompetence are 
but scattered, isolated flaws on an imposing canvas of over- 
whelming impressiveness. 
Anyone who attempts to forecast the economic events in 
1944, is therefore. strongly tempted to take an optimistic 
view. It would please our ego to assume that our wartime 


D URING the past two years American enterprise has 


unity of purpose, single-mindedness of action, and unqualified 
determination will continue undiminished even after victory 
in Europe is won. 

Such a forecast for 1944 would be neither true to facts 
nor cognizant of the forces operating beneath the surface of 
our economy. 

A sound prognostication of coming events cannot be based 
either on a mere projection of the past trend nor on wishful 
thinking. To be acceptable it must envision events that are 
either certain to happen or which will occur with a high 
degree of probability. It is against the background of such 
probable events that we can trace in broad outlines the scope 
and nature of the problems which will confront business 
management. 


Let me summarize at this point the events which in my 
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opinion will occur next year. They are the events that will 
form the backdrop against which American business manage- 
ment will be called upon to perform its responsible tasks. 

First, the only event that will happen with certainty in 
1944 is the election in November. 

Second, less certain, but highly probable, is the defeat of 
Germany. 

Third, the inflationary spiral will get into motion again 
shortly after New Year. 

Fourth, manpower and womanpower shortage will grow 
in intensity during the first half of the year but will lessen 
perceptibly during the second six months. This trend will 
be paralleled by an increase in the number of men discharged 
from the Services either because of injuries suffered in battle, 
physical incapacities, over-age, and some decrease in the size 
of the Services after the defeat of Germany. 

Fifth, growing labor unrest in the wake of reconversion. 
Its symptoms will be a revival of jurisdictional disputes, a 
fight for the preservation of wartime gains in rates of pay, 
and a demand for a reduction in hours of work. 

Six, the adaptation of the wartime priorities system to the 
needs of an economy partly released from the requirements 
of total warfare. This means, in the phraseology of leading 
government officials, “priorities in reverse.” 

Seven, a gradual acceleration in the rate of cut-backs of 
war orders accompanied by a shift in the weapons of war 
that will still be manufactured. 

And last, but not least, a political climate loaded with 
dynamite because many decisions on important economic 
issues will be left hanging in mid-air. They will be left 
hanging in mid-air for the simple reason that partisan inter- 
ests and conflicting political ambitions tied in with the 
November election will prevent real action. 

In summary, 1944 promises to be a year in which we shall 
witness the defeat of Germany, the revival of economic 
frictions, and a widening gap between the legislative and 
executive branches of our government. 

Thus, management will face, for the first time since Pear] 
Harbor, a host of new challenges. Some of these challenges 
will be unprecedented. ‘They will be the long-range product 
of the war itself and its impact on our economic thinking 
and vision. Some challenges will be the temporary conse- 
quences of an economy converting from total war to a partial 
war footing. And some challenges will represent a reemer- 
gence of pre-war problems that were unsolved on the day of 
Pearl Harbor and have been suspended during the period of 
all-out war. 

Let me now trace for you the details of the pattern of 
managerial problems that in my opinion lies ahead. 

First, the war has been directly responsible for a world- 
wide acceptance of the belief that nearly full employment of 
manpower and maximum utilization of productive capacity 
are within the realm of the possible. The records of war 
production are an eloquent testimony to this fact. In every 
country governments have succeeded, under the terrific pres- 
sure of war requirement, in reaching a level of production 
and a rate of employment unprecedented in the history of each 
of those countries. The old nineteenth century economic 
doctrine that the weapons of war can only be forged at the 
expense of the civilian plow-share has been disproven. We've 
shown that we can produce guns and butter. 

Look at our own current record. In the year 1943 we 
shall have produced a Gross National Product of almost 
$190 billions. After full allowance is made for the increase 
in the price level since Pearl Harbor, this still represents 
more than $150 billions in gross output or an incredible in- 
crease of 50 per cent above our total pre-war output. And 
all that within the short span of two years. 





At the same time, our volume of consumers’ goods pro- 
duced in 1943 will be greater than in 1941. We have, in 
other words, accomplished the herculian task of superimpos- 
ing the war economy upon a record-level civilian peace 
economy. While creating the greatest arsenal of military 
weapons in the history of this or any nation, we have suc- 
ceeded in provding for our civilian population a greater 
volume of the necessities of life and semi-durables than we 
ever produced in our most prosperous peacetime years. 

Fifty-three million men and women gainfully employed 
and 10 million more in the Armed Services have witnessed 
the miracle. They have seen how American ingenuity trans- 
lated into reality a blueprint which a short two years ago 
was regarded as fantastic not only by our enemies, but also 
by quite a few in our own midst. Will it surprise you if 
these 65 million men and women at war’s end demand that 
we do almost as well in peace as we did in war in creating 
opportunities for employment and a volume of output com- 
mensurate with our present accomplishment ? 

True, this opinion will not become fully crystallized in the 
second half of 1944. The spectre of 4 million unemployed 
at the end of 1944—tthe estimate of the Research Institute— 
will not stir up any violent reactions. It will be accepted 
as the inevitable short-run Consequence of partial reconver- 
sion. It will be accepted with many mental reservations. 
Management will not be blamed for the occurrence of un- 
employment at that time—at least, not yet. But management 
will already be on trial just the same. Its failure in the sec- 
ond half of 1944 to lay the groundwork for increased employ- 
ment opportunities after the defeat of Japan—which will 
probably occur between 12 and 18 months after the surrender 
of Germany—will certainly cause unrest and perhaps even 
serious convulsions in our economic and political body. 

Thus, thorough, comprehensive, and effective post-war 
planning by business both collectively and individually be- 
comes the foremost responsibility of management in the com- 
ing year. 

The second challenge to management will come from the 
inflationary spiral. Present indications point very strongly to 
the probability that the anti-inflation dam is going to be 
breached early in 1944. The fissures will be small at first. 
But they will widen and widen rapidly under the repeated 
onslaughts that will come from wage earners, farmers, busi- 
nessmen and other groups. These pressures will grow in 
intensity as the defeat of Nazi Germany grows more certain. 


At the same time, complaints about economic inequalities 
that have been more or less dormant during the crucial years 
1942 and 1943 will echo louder and louder across the politi- 
cal arena. And they will find a receptive ear because of the 
approaching election. 


Here I come to one of the paradoxical and, at the same 
time, most serious features of the inflationary spiral. As long 
as inflation is nothing but a future possibility, fear of its 
consequences is usually sufficient to keep everyone in line. 
Neither individuals nor groups are willing to start the 
avalanche. But, break the line at any point, set the spiral 
in motion, even though slowly, and a mad scramble follows. 
Every group stampedes for the inflationary bandwagon ; cau- 
tion and reason are cast to the wind. Everyone tries to 
salvage for himself a maximum of what he believes to be 
anti-inflation protection by pushing for as much of an in- 
crease in his price as he can possibly obtain. That he thereby 
accelerates the rotation of the spiral and its destructive effects 
escapes him. 

The spiral can be checked only if there is firm determina- 
tion on the part of the legislature and the executive to 
apply drastically and unhesitatingly strong measures. Unfor- 
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tunately, I can’t be optimistic about such prospects. Knowing 
the political climate in Washington, I fear that the infla- 
tionary spiral will be permitted to run its course. 

Inflation and all that it implies poses, therefore, the second 
set of problems for management. In fairness to its stock- 
holders and investors, management must protect the real 
value of its equity and assets. In fairness to its workers, it 
must adjust their wage scale to the declining purchasing 
power of the dollar. In fairness to the market, it must keep 
prices from running wild. 

The charting of a safe course through the dangerous reefs 
of inflation will be made more difficult by the fact that Ger- 
many’s defeat will in all likelihood be followed by a decline 
in business activities in a number of our economic segments. 
Areas which have been fully converted to war production 
and which will suffer a severe cut-back in orders will experi- 
ence a rising volume of unemployment, shrinking markets 
and unused capacity. 

Other war areas will be able not only to maintain their 
present level, but to intensify their production schedules 
because of the shift in war demands. Expanding prosperity 
in some parts of the country, maintenance of the present high 
level in other parts, and depression conditions in still other 
“Tee is the economic outlook for the second half of 
1944. 

The third challenge will arise in the labor market. Until 
Germany is defeated, both manpower and womanpower 
shortages are apt to increase. Manpower will become an 
increasingly more serious problem as the Armed Services 
approach the limits of their scheduled sizes. At the same 
time, shortages in the available supply of women will become 
more acute. It is unfortunate but true that women have been 
quitting jobs in industry at a faster rate than replacements 
have been coming in. 

This tendency set in with the defeat of Italy and has been 
accelerated by the favorable news from the various theatres 
of war. The outward movement of women from industry 
promises to continue at a faster pace after the defeat of Ger- 
many.: 

Manpower help through a national labor draft law is 
unlikely. It will be up to management to do everything in its 
power to stop the withdrawal of women. By now it should 
be obvious that the wheels of municipal governments turn far 
too slowly to be of any material assistance in thisjob. Al- 
though the hour is late, it will still be possible for manage- 
ment to adopt in the first half of 1944 some measures that 
will enable housewives, mothers, and single women to do a 
full job in industry with less inconvenience than at present. 

After the defeat of Germany, labor problems will increase 
rather than diminish. The number of wounded soldiers who 
will be demobilized will grow rapidly as the second front is 
opened up. Management has not only the legal but the moral 
and inescapable duty to provide employment opportunities for 
these returning warriors who have fought our battle. These 
men will pose a problem for personnel management that calls 
for the exercise of tact, understanding, and full cooperation 
in facilitating and expediting the readjustment of these ex- 
soldiers to industrial life. 

After the defeat of Germany the rate of demobilization 
will probably be stepped up quickly. These men, too, al- 
though not wounded in battle, pose a problem of readjust- 
ment. For them, too, an effective solution must be found. 
There is no precedent in our history for the number of men 
who will return from Army life to industrial life. Nor is 
there a precedent for the determination of these men to 
obtain jobs rather than relief, to sell their skills at the work 
bench rather than on street corners. 


The fourth challenge will come from the dismissal of 
workers in war industries and the reduction in working hours. 
These are sure to follow our victory in Europe. They will 
cause both labor unrest and jurisdictional disputes. While 
everyone knows that weekly pay envelopes in many industries 
have increased very substantially during the war, it is no 
longer a secret that trade unions and other labor organiza- 
tions will fight hard to retain their wartime gains in basic 
hourly rates. They will also fight with equal stubbornness 
for the preservation of their jobs. 

If we are to emerge from this war into an era of sustained 
high level of production, then jobs are the key. These jobs 
will have to be provided by business management to assure 
itself of a market able to absorb our national output. These 
jobs will have to be provided by business management if free 
enterprise is to continue as the driving power in our economy. 
It is wishful thinking to assume for one single moment that 
continued large-scale unemployment will be accepted any 
longer as the inescapable consequence of an immutable eco- 
nomic law. 

You, the managers of American business enterprises, should 
and must realize, even if many of our economic theorists have 
not yet done so, that two basic laws that were widely hailed 
in the nineteenth century have been repealed by the irresisti- 
ble forces of economic life in the twentieth century. I am 
referring to Malthus’ law of population and the law about 
the inevitability of the business cycle and its by-product: 
unemployment. 

These two laws have been accepted for more than a cen- 
tury as inexorable. They have been looked upon as natural 
laws above and beyond the control or power of man. 

Malthus advanced the view that while the food supply 
could be increased in an arithmetic ratio—l, 2, 3, 4, 5, etc.— 
population had the tendency to grow in a geometric ratio— 
2, 4, 8, 16, etc. Thus, Malthus concluded that population 
would grow at a far greater pace than the food supply. The 
only major checks to this unbalanced ratio were seen by 
Malthus in the periodic recurrence of wars, misery, disease : 
in brief, a high mortality rate. 


The second law said that in a dynamic economy dominated 
by free private enterprise, the periodic ups and downs of the 
business cycle are the price which we must pay so that the 
strongest may survive and the weaker elements in the busi- 
ness community be eliminated. Unemployment flows as the 
consequence of this process of elimination of the inefficient 
and inferior producers and competitors. 

To be sure, those who formulated these laws were not all 
sanguine about them. However, they saw no other alternative 
except the absence of private enterprise. Since they looked 
upon the presence of private enterprise as infinitely more 
desirable than any other economic system, they were willing 
to accept insufficient food supply and its consequences, as well 
as unemployment and its effect. 

Hitler has repealed the law of Malthus, and the law of 
unemployment. 


Hitler will soon have disappeared both from the political 
and economic stage of the war. But the fact and the record 
will remain after his exit. The fact is that Hitler was one of 
the first men in responsible public office to recognize that the 
Malthusian law of population no longer applied. He realized 
that it was not the shortage of food supplies which led to 
wars in the twentieth century, but the presence of unused 
manpower. He skillfully took advantage of the fact that a 
large army of unemployed may be easily induced to don 
uniforms, forge the weapons of war, and seize the productive 
capacity of other countries, thus creating additional employ- 
ment opportunities for the conquering nation. 
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Hitler next realized that the unemployed can be put to 
work by the State even though their accomplishments were 
not “profitable” as measured by the yardstick of free enter- 
prise. 

Thus, the Fascist State represents a functional disproof of 
the two nineteenth century laws. We can see clearly now 
that a third World War will become inevitable and will be 
far more brutal than World War II unless available man- 
power is used constructively in creating goods and services 
for the satisfaction of human desires. Unless we accomplish 
this task, no economic law, no social philosophy, no man or 
group of men on earth can stop another holocaust. 

The second lesson we must learn is that the national gov- 
ernment cannot stand passively by while the business cycle 
takes its own course and creates ever more violent fluctua- 
tions. And it doesn’t make any difference what the political 
composition of that government happens to be. The national 
government in the twentieth century cannot afford either 
politically or economically to fall from a record level of pros- 
perity into the depths of depression and unemployment. To 
the same degree to which private enterprise fails to absorb 
the pressure of disemployment, exactly to the same degree 
will the national government be compelled to provide work 
in one way or another. Neither slogans nor refresher courses 
in past history will lessen the insistence of the disemployed 
for jobs. 

There is no doubt that the American people are still over- 
whelmingly in favor of private business meeting this responsi- 
bility. But there’s no doubt in my mind that a large army of 
unemployed will turn its back on private business and insist 
on action by the national government if private enterprise 
doesn’t come through. 

But if jobs are the key to economic reconstruction after the 
war, then progressive and sound labor relations are the handle 
on the door. Labor has gained both in social legislation and 
economic experience. It is now a force far more organized 
than ever before. It is rapidly maturing. And in many areas 
it still has a distance to mature. 


One fundamental lesson that must be learned by both 
management and labor is that nothing which restricts pro- 
duction or prevents consumption would be helpful or desirable 
to the nation. Flowing from this is the certainty that conflict 
is stagnation. 


None of the potential powder barrels I’ve mentioned need 
necessarily lead to an explosion. Consider them time bombs 
that are now deeply buried in our industrial structure. They 
can be made harmless through skillful handling and removal 
of the fuses. They certainly cannot be made safe either by 
being ignored or kicked around. 


The fifth challenge will flow from the partial reconversion 
to civilian output. Present indications are that the peak in 
war production will be reached around March 1944, with 
output at a monthly rate of about $8.5 billions. Following 
this peak, the rate will be cut down until at the end of 1944 
our monthly volume of war production will be in the neigh- 
borhood of $6.5 billions or even less. At the same time there 
will be a notable shift in the type of war goods produced. 
We already have sufficient supplies of light equipment, 
ammunition, tanks, trucks, and similar materiel to maintain 
our forces at battle strength. From now on the emphasis is 
going to be upon replacement and repair parts for this type 
of equipment. 

However, we shall probably continue our ship-building 
program and even expand it with a view to the requirements 
of the Pacific war. For the same reasons, we shall make 
some shifts in our plane program in the direction of heavier 
long-range bombers and fighter planes. 


It is very probable that war industries on the Pacific Coast 
will obtain not only a larger percentage share in the volume 
of war production than they now have but also a larger abso- 
lute amount of dollar orders. 

However, it would be fallacious to conclude that the re- 
duction in our war output will immediately and automatically 
release a corresponding quantity of critical materials for 
civilian production. Such a development appears extremely 
unlikely. 

Instead, there will be a more than proportionate release of 
raw materials that go into the manufacturing of military soft 
goods. But even these raw materials will not be released 
indiscriminately. Plans are rapidly maturing in Washington’s 
official circles to initiate a system of “priorities in reverse” 
immediately after war production declines from its peak. 

Under such a system, raw materials will be released for 
civilian production on the basis of two considerations. First, 
is the end product highly essential for civilian consumption? 
Second, and this is likely to be the more important criterion, 
how many man hours of work will be created by a given unit 
of the raw material to be released ? 

The sixth challenge to business management will arise in 
the field of foreign economic relations. Until Pearl Harbor 
our international economic philosophy was one of isolationism. 
The barricades of a protective tariff had been accepted for 
more than a century as the foundation of a sound American 
economy. At least they have been accepted in this light by 
our legislature and the average man in the street. 

It is ironic and paradoxical, however, that Big Business, 
although doing extensive lip service to the doctrine of politi- 
cal and economic isolationism, has long been internationally 
minded. Big Business discovered the “One World” long 
before Wendell Willkie took his trip. 

Pearl Harbor has taught us that political isolationism will 
not stem the tide at our doors. The war itself should teach 
us that we shall not be able to enjoy economic prosperity in 
this country if the rest of the world remains in ruins. The 
billions of dollars worth of securities which the American 
public purchased so eagerly in the 1920’s, and which are now 
almost worthless, must serve as a reminder that foreign trade 
is a two-way affair. To export we must import. If we want 
our customers abroad to buy from us we must enable them to 
sell to us. 

If you accept these premises, then the conclusion is inescap- 
able. We shall have to make those adjustments in our 
economy that will enable foreign nations to find an outlet in 
our market for goods they are able to sell to us and with 
which they can pay for the purchases made from us. To 
accept such a program does not imply that we are willing to 
become a global philanthropist. It does not involve a philoso- 
phy of charity. Basically, it is nothing but a philosophy and 
a program of hard-boiled, realistic economic thinking. It is 
far more expensive for us to become a relief agency of unlim- 
ited duration than to turn quickly into a two-way trader. 
It is far less expensive to develop a two-way traffic in goods 
and services than to prepare for a one-way traffic of soldiers 
and ammunitions and a return trip of dead heroes. 

1944, therefore, will be a crucial year. Few, if any, of the 
problems that I have outlined will or can be solved in a short 
span of twelve months. But we can either provide a sound 
foundation for a gradual and healthy solution; or we may 
plant the seeds for renewed international disputes and another 
world war. We shall either create a climate in which fric- 
tions can be dissolved and basic issues sensibly and reasonably 
examined; or we shall charge the political and economic 
atmosphere with so much additional electricity that another 
storm may break over our heads far more devastating than 
anything we have ever experienced. 





